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MONDAY, MARCH 16, 1959 


U.S. Senate, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION, 
or THE ComMITTEE ON Inrertor AND INsvLaR AFFrarrs, 
Washington, D.C. 

The subcommittee met, pursuant to notice, in room 3110, New 
Senate Office Building, Hon. Clinton P. Anderson (chairman of the 
subcommittee) presiding. 

Present: Senators Clinton P. Anderson, New Mexico; oe M. 
Jackson, Washington; Joseph C. O’Mahoney, Wyoming: Alan Bible, 
Nevada; Thomas H., Kuchel, California; and Gordon Allott, Colorado. 

Also present: Senators Frank Church, Idaho; Frank E. Moss, 
Utah ; and Henry Dworshak, Idaho, 

Senator ANDERSON The subcommittee will be in order. 

The next bill on the calendar is S. 281, which is sponsored by our 
two colleagues from, Idaho, Senators Dworshak and Church, both 
a are members of the Committee on Interior and Insular 
Affairs. 

S. 281 and a description of the Burns Creek project will be inserted 
in the record at this point. 

(S. 281 and the description follow :) 


[S. 281, 86th Cong., 1st sess.] 


A BILL To authorize the Secretary of the Interior to construct, operate, and maintain a 
reregulating reservoir and other works at the Burns Creek site in the upper Snake River 
Valley, Idaho, and for other purposes 


Be it enacted by the Senate and House of Representatives of the. United 
States of America in Congress assembled, That in order to assist in the irriga- 
tion of arid and semiarid lands in the upper Snake River Valley, Idaho, to provide 
facilities for river regulation and the control of floods, to utilize the hydro- 
electric power opportunities created thereby, and, as incidents to the foregoing 
purposes, to enhance recreational opportunities and provide for the preservation 
and propagation of fish and wildlife, the Secretary of the Interior is authorized 
to construct, operate, and maintain a reregulating reservoir powerplant, and 
related. facilities at or near the Burns Creek site below Palisades Dam on the 
Snake River, the reservoir and powerplant to be substantially in accordance 
with the report of the Secretary of the Interior entitled “Burns Creek Dam, 
Powerplant, and Reservoir’ dated February 26, 1957. In so doing the Secre- 
tary shall be, governed by the Federal reclamation laws (Act of June 17, 1902, 
82 Stat. 888, and Acts amendatory thereof and supplementary thereto), The 
works, including the reservoir, powerplant, and related facilities herein author- 
ized. shall be considered as features of the Palisades Dam and Reservoir project 
(Act of September 30, 1950, 64 Stat. 1083) and shall be integrated therewith 
financially and operationally, 

Sec. 2. The irrigation storage capacity in Burns Creek Reservoir shall be 
teserved for subscription by organizations which have storage rights in Palisades 
oir (the term “storage rights” being used in the same sense as in 
storage contracts heretofore entered into by the Secretary of the Interior 
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with respect to Palisades Reservoir) whether or not under contract before 
the date of this Act. And the Secretary may contract with any such organiza- 
tion on the basis of operating plans which, in accordance with contracts here- 
tofore entered into between the United States and subscribers to Palisades 
capacity, treat the conservation capacity as having a priority equal to that 
of the irrigation capacity in Palisades Reservoir. Any Burns Creek irrigation 
storage capacity which is not so subscribed within six months from the time 
when funds are first made available for starting construction of the Burns 
Creek development shall then be made available for use in accordance with 
the Federal reclamation laws. 

Sec. 3. (a) The Secretary is authorized in connection with the Burns Creek 
development, to construct minimum basic public recreational facilities and to 
arrange for the operation and maintenance of the same by an appropriate 
Federal, State, or local organization or agency. 

(b) The Secretary may make such reasonable provision in the works of 
the Burns Creek development as, upon further study in accordance with section 2 
of the Act of August 14, 1946 (60 Stat. 1080, 16 U.S.C. 662), he finds to be 
required for the preservation and propagation of fish and wildlife. An appro- 
priate portion of the cost of the development shall be allocated as provided 
in said Act and it, together with the portion of the construction cost allocated 
to recreation and the operation and maintenance costs allocated to these 
functions, shall be nonreimbursable and nonreturnable under the reclama- 
tion laws. 

(c) So far as the Secretary finds the same to be consistent with safety and 
with efficient operation for the primary purposes of the development, Burns 
Creek Reservoir and lands adjacent thereto which are now owned or here- 
after acquired by the United States shall be open to free public use for lawful 
hunting and fishing purposes, and free access thereto for those purposes shall 
be assured. 

(d) During times when releases for other purposes are less than one thousand 
cubie feet per second, a release of this amount from Burns Creek Reservoir 
shall nevertheless be maintained for the benefit of downstream fishlife, but 
this release may be reduced for brief temporary periods by the Secretary when- 
ever he may find that maintenance thereof is harmful to the primary purposes 
of the project. 

Sec. 4. (a) To assist in the construction of the works authorized by section 
1 of this Act, the Secretary may, notwithstanding the last sentence of section 2 
of the Act of September 30, 1950 (64 Stat. 1083), construct all necessary facilities 
to deliver power to the site of said works. The power-generating and trans- 
mission facilities authorized to be constructed by section 1 of this Act shall 
be subject to the second sentence of section 2 of said Act of September 30, 1950, 
and shall, to the greatest possible extent consistent with existing contractual 
obligations, be operated in conjunction with and connected to the facilities 
eovered by such second sentence to the end of producing and marketing the 
greatest amount of power and energy. Nothing contained in this Act shall be 
construed to affect adversely the application in aid of irrigation, under sections 
2 (b), 3 (a), and 5 of the Act of August 31, 1954 (68 Stat. 1026), of net power 
revenues received from the Palisades Reservoir and developments combined 
therewith for payout purposes under said Act of September 30, 1950. 

(b) The Secretary is authorized to amend contracts heretofore made under 
the Acts of September 30, 1950, supra, and of August 31, 1954, supra, whereby the 
water users assumed an obligation for winter power replacement based on the 
winter water savings program at the Minidoka powerplant to relieve the con- 
tractors ratably by one-third of that obligation, and to make new contracts 
under these Acts on a like basis. To the extent such annual obligations are 
reduced, the cost thereof shall be included in the costs to be absorbed by 
the power operations of the Palisades project. 

(c) The actual construction of the facilities herein authorized shall not be 
undertaken until at least 80 per centum of the conservation capacity in Burns 
Creek Reservoir is under subscription, nor until negotiations have been under- 
taken in accordance with the provisions of (b) of this section. 

Sec. 5. Expenditures for the works authorized by section 1 of this Act may 
be made without regard to the soil survey and land classification proviso of the 
Interior Department Appropriation Act, 1954 (67 Stat. 261, 266, 43 U.S.C. 
390a). 
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Sec. 6. For a period of ten years from the date of enactment of this Act, no 
water shall be delivered to any water user for the production on newly ir- 
rigated lands of any basic agricultural commodity, as defined in the Agricultural 
Act of 1949, or any amendment thereof, if the total supply of such commodity 
for the marketing year in which the bulk of the crop would be normally 
marketed is in excess of the normal supply as defined in section 301 (b) (10) 
of the Agricultural Adjustment Act of 1938, as amended, unless the Secretary of 
Agriculture calls for an increase in production of such commodity in the in- 
terest of national security. 

Sec. 7. There are hereby authorized to be appropriated such sums as may 
be necessary to carry out the purposes of this Act. 


DESORIPTION OF BURNS CREEK DAM, RESERVOIR, AND POWERPLANT, PALISADES 
ProgectT, IDAHO 


The Burns Creek development would be located on the Snake River in Bonne- 
ville County, Idaho, about 30 miles downstream from the Palisades Dam of the 
Bureau of Reclamation. It would be integrated electrically, hydraulically and 
financially with the existing Palisades project. 

The prime purpose is regulation of releases from the Palisades Reservoir. In 
this way the Burns Creek construction would result in more efficient use of the 
Palisades project. At-site power production, holdover storage for irrigation, 
recreation, and the preservation and propagation of fish and wildlife are other 
purposes of the Burns Creek development. 

The proposed plan is to construct a 176-foot high rolled earth-filled dam to form 
a 234,000 acre-foot reservoir. In addition to use of reservoir capacity to reregu- 
late Palisades releases and maintain power head for the proposed 90,000-kilowatt 
powerplant, 100,000 acre-feet of capacity will be available for long-term holdover 
irrigation storage purposes. Under agreement entered into when contracts for 
repayment of irrigation costs of the Palisades project were negotiated, additional 
storage on the upper Snake River for irrigation purposes such as that provided in 
Burns Creek will be accorded equal priority rights to that contained in Palisades 
Reservoir. 

The most effective use of both the Palisades and Burns Creek developments 

would be obtained through their combined operation. Without downstream regu- 
lation, for instance, the operation of Palisades powerplant would be limited by 
restrictions on streamflow fluctuations below Palisades Dam. The integrated or 
combined operation would permit the prime power output from the Palisades 
powerplant alone to be more than doubled. 
- The estimated construction cost based on January 1959 prices is $45,430,000. 
Except for $49,000, which is the estimated cost of minimum basic recreation facil- 
ities and is considered nonreimbursable, the entire cost of the Burns Creek devel- 
opment is allocated to power and irrigation. These allocations are respectively 
$44,532,000 and $836,000. 

Based on this cost allocation and on integrated operation and pooling of power 
revenues, the Burns Creek and Palisades commercial power allocations, includ- 
ing interest during construction, would be repaid with 3 percent interest in the 
48th year of the Palisades repayment period which is the 40th year after the 
Burns Creek generators go on the line. 

The 100,000 acre-feet of irrigation storage wo.'d be utilized principally as 
long-term holdover storage. It would, in effect, provide insurance water to be 
used only during periods of extreme drought as occurred during the early 1930's. 
It would be contracted for, and used on the same lands (650,000 irrigated acres 
along the Snake River extending in a strip upstream from Bliss, Idaho), as would 
the Palisades irrigation water and, as previously mentioned, would have a storage 
right of equal priority with that held for the Palisades Reservoir. 

As a result of these similarities, it was concluded that Burns Creek water 
would be sold under the same terms as would Palisades water. Existing con- 
tracts for Palisades water will probably require a total charge of $7.75 an acre- 
foot of irrigation storage space based on current cost estimates. On this basis, 
the total repayment by the water users for the use of 100,000 acre-feet of Burns 
Creek storage would be $775,000, and this amount would be collected over a 40- 
year period. This is equivalent to an annual charge of about $5.50 per acre- 
foot of water actually used. The remainder ($74,000) of the $849,000 reim- 
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bursable cost allocated to irrigation would be repaid after payout of power 
features from net surplus power revenues. 

Total payout of the combined Palisades-Burns Creek development would be 
completed in the 50th year of the full operation of the Burns Creek powerplant 
or the 58th year of full operation of the Palisades powerplant. This would 
include all aid to irrigation to be obtained from the surplus power revenues of 
both developments. In addition, an earned surplus of $1,445,000 would have 
accumulated during the 50-year period after the last Burns Creek power unit is 
put on the line. 

Burns Creek has been planned in close cooperation with the local interests. 
This development would so greatly expand the operating base of the Palisades 
project that all segments of the upper Snake River Basin would benefit. Repre- 
sentatives of all irrigation canal companies, municipalities including Rupert and 
Idaho Falls, and other urban interests have strongly endorsed the project. They 
have in various ways expressed their approval as they recognize that the pro- 
posed plan would be another step inthe comprehensive development of the 
available water resources for the benefit of all. 

At the time of preparation of the regional director’s report, which was based 
on January 1956 prices, the benefit-cost ratios for the Burns Creek development 
were estimated at 1.48 to 1.0 and 1.26 to'1.0 respectively for 100- and 50-year 
periods of analysis. Since power benefits are measured by the alternate cost 
of producing comparable power and energy, benefits will vary directly with 
costs. Inasmuch as there has been a small increase in the cost ef Burns Creek 
since 1956, it is reasonable to assume that the benefits will increase also by 
about the same percentage and that the benefit-cost ratios will not change to 
any appreciable extent. 

Senator Anprrson. A complete presentation of the pros and cons 
of the project was made at a hearing on May 22, 1957. This was fol- 
lowed a favorable report on S. 2757, 85th Congress, which was 
passed by the Senate on August 20, 1957. _ 

The sponsors of S. 281—the distinguished Senators from Idaho— 
will be first recognized today. They will be followed by. any: wit- 
nesses that have new material to present. In order to.conserve time, 
the Bureau of Reclamation will be given an opportunity to comment 
in writing before the record is closed on. any presentation made today. 

Following any statements the Senators from Idaho desire to make, 
other witnesses will be heard. We should like to have an affirmative 
statement from spokesmen for the Department of the Interior and 
Bureau of Reclamation that the agencies stand on the oral and written 
statements appearing in the printed hearings of May 22, 1957, with- 
out enciimbering the record with repetitious’material. In a letter of 
May 7, 1957, the Department of the Interior recommended that the 
Burns Creek project be authorized. 

‘I understand there are other individuals here and they will all be 
given an opportunity to be present and to make statements when we 
get that far along. 

Do we have the reports, Mr. Lineweaver, from the Bureau of Re- 
clamation or from the Department of Interior ? 

Mr. Linewraver. (professional staff member).' The Budget Bu- 
reau phoned this morning that they had told Interior to send it up, 

Senator Anpzrson. If there be no objection I will merely state 
that the Chair is advised that the Budget Bureau has told the Depart- 
“ment of the Interior that the report, has now’ been cleared and can be 
submitted to the committee, If that be true, the report of the Depart- 
ment of the Interior will be inserted in the record at this point along 
with the other departmental reports. | 
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(The documents referred to are as follows :) | 


U.S. DEPARTMENT OF THE INTERIOR, 


— Washington, D.C., April 21; 1959. 
Hon, JaMes FE. Murray, 
Chairman, 


Committee on Interior and Insular Affairs, U.S. Senate, 
Washington, D.C. 


Deak Senator Murray: A report from this Department has been requested 
on 8. 281, a bill to authorize the Secretary of the Interior to construct, operate, 
and maintain a reregulating reservoir and other works at the Burns Oreek site 
in the Upper Snake River Valley, Idaho; and for-ether purposes. 

We recommend that the bill be enacted. A few minor amendments set out 
hereafter are also recommended. 

The Burns Creek Dam, Reservoir, and powerplant would be located on the 
Snake River in Bonneville County, Idaho, about 30 miles downstream from 
Palisades Dam. It would be integrated electrically, hydraulically, and finan- 
cially with the existing Palisades reclamation project. Our planning report on 
this development, together with copies of the comments we have received from 
State and Federal agencies, has been transmitted to the President of the Senate 
and referred to your committee. 

The prime purpose of the Burns Creek development is reregulation of releases 
from Palisades. In addition, 100,000 acre-feet of its 234,000 acre-feet of reser- 
voir capacity will be available for long-term holdover irrigation storage purposes 
and a 90,000-kilowatt powerplant is proposed. The reregulation of Palisades 
releases will result in more efficient use of Palisades than is possible otherwise. 
Without downstream regulation, for instance, the operation of Palisades power- 
plant’ would be limited by restrictions on streamflow fluctuations below the dam. 
The integrated or combined operation of Burns Creek and Palisades will permit 
the prime power output from the Palisades powerplant alone to be more than 
doubled. 

The 100,000 acre-feet of irrigation storage will be utilized principally as 
long-term holdover storage. It will, in effect, provide insurance water to be 
used during such periods of extreme drought as occurred during the early 
1930’s. It. is expected that it will be contracted for, and used on the samé 
lands (650,000 irrigated acres along the Snake River extending in a strip up- 
stream from Bliss, Idaho) as the Palisades irrigation water. In view of this, 
it seems to us that the requirement of the Interior Department Appropriation 
Act, 1954 (67 Stat. 261, 266, 43 U.S.C., sec. 390a) respecting land classification 
and soil survey could well be waived as section 5 of the bill would provide. 

The bill provides a 6-month preference to holders of storage rights in Palisades 
Reservoir for subscription to Burns Creek space. It also provides that “the 
Secretary may contract with any such organization on the basis of operating 
plans which, in accordance with contracts heretofore entered into between the 
United States and subscribers to Palisades capacity, treat the conservation 
capacity as having a priority equal to that of the irrigation capacity in Pali- 
sades Reservoir.” Typical of the contract provisions to which this passage 
refers is that in article 29(c) of the contract of January 7, 1955, with the 
Milner Low Lift Irrigation District: 

“If the United States, under the Federal reclamation laws, hereafter con- 
structs storage facilities on the Snake River, or its tributaries above Midner 
Dam in addition to those now constructed or authorized to be constructed to 
provide water for irrigation purposes, the district hereby agrees that, notwith- 
standing the establishment of a storage right for such additional facilities with 
4 priority subsequent to that assigned the Palisades Dam and Reservoir, the 
United States may hereafter contract with water users organizations which 
then have storage rights in Palisades Reservoir, to operate not to exceed 300,000 
acre-feet of such capacity for the storage of water for irrigation for the bene- 
fit of such organizations as though that capacity had a storage right of iden- 
tical priority with that held for Palisades Dam and Reservoir.” 

On the basis of present cost estimates, it is likely that construction charges 
for the use of Palisades space will be $7.75 per acre-foot. It is tentatively 
Proposed that Burns: Creek space be charged for at the same rate. On this 
basis, the total repayment by the water users for the use of 100,000 acre-feet 
of Burns Creek storage would be $775,000, repayable over a 40-year period. 
The remainder of the irrigation allocation can readily be returned from net 
power revenues. 
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The total estimated cost of constructing the Burns Oreek development, ex- 
clusive of fish and wildlife and recreation facilities, is about $45,430,000 on the 
basis of January 1959 prices. It is estimated that, combined with Palisades 
as the bill provides,‘ costs allocated to commercial power could be repaid with 
interest well within a 50-year period. Irrigation costs assigned to the com- 
bination could be repaid in about 50 years after full operation of the Burns 
Creek powerplant begins. 

‘ Economic analysis of the Burns Creek development made during the feasi- 
bility investigation indicated that its primary benefits alone exceed total costs 
in the ratios of 1.48 to.1 and 1.26 to 1, based on periods of analysis of 100 
and 50 years, respectively. These ratios using January 1959 price indexes 
might change, but such changes would be only slight since benefits from power 
would increase in about the same relative magnitude as would costs. 

The bill would include as a project purpose the préservation and propagation 
of fish and wildlife, call for making reasonable provision in’ the Burns Creek 
development to achieve this purpose, provide for free public access to and use 
of the reservoir area for lawful hunting and fishing purposes, and provide for 
a minimum flow of water from the reservoir to benefit the fishlife downstream. 
These provisions conform to recommendations of the Fish and Wildlife Service 
which were adopted as an integral part of our project planning report. 

Two provisions of the bill are deserving of special comment. Subsection 
(b) of section 4 would authorize the Secretary of the Interior to reduce by one- 
third certain contract obligations undertaken by irrigation interests which serve 
to compensate the beneficiaries of the Minidoka powerplant for losses of power 
resulting from storage in Palisades Reservoir, and to charge the total amount 
of the reductions to Palisades power revenues. We estimate that this charge 
to project ‘power operations would be about $5,000 annually. It is our under: 
standing that this provision is desired by local water user groups. We make 
no objection to its inclusion in the authorizing legislation if the Congress should 
be inclined to adopt it, since it would have no appreciable effect on the feasi- 
bility or payout of the project. 

Subsection (c) of section 4 would provide that construction of Burns Creek 
could not be commenced until 80 percent of its conservation capacity has been 
subscribed and until negotiations have been undertaken in accordance with sec- 
tion 4(b). We understand that this provision, too, is desired by local water 
user groups. While it is ordinarily not desirable to construct facilities the 
success of which depends upon water user repayments until repayment con- 
tracts have been entered into, it is the return from power that will carry the 
great bulk of the cost of Burns Creek. The 100,000 acre-feet of long-term hold- 
over irrigation water would be used only a few times during project payout. 
The relatively minor part of irrigation in this project will have little bearing 
upon the success of the project. However, we anticipate that there will be no 
difficulty in meeting the requirements of section 4(c) and we offer no objection 
to it. 

We recommend that the bill be amended in the following respects: (1) sub- 
stitute the words “in connection with” for the words “in the works of” in line 
15, page 3; (2) substitute the words “conservation and development” for the 
words “preservation and propagation” in lines 8 and 9, page 1, and line 18, 
page 3; and (8) substitute the words “section 2 of the Fish and Wildlife Co- 
ordination Act (48 Stat. 401, as amended; 16 U.S.C., secs. 661, 662)” for the 
words “section 2 of the Act of August 14, 1946 (60 Stat. 1080, 16 U.S.C. 662)” 
in lines 16 and 17, page 3. The first of these changes is suggested to clarify 
a possible ambiguity and the second and third to take cognizance of the re- 
cently enacted amendments of the Fish and Wildlife Coordination Act (Public 
Law 85-624, 85th Cong.). 

A statement of personnel and other requirements that enactment of S. 281 
would entail is attached in accordance with the provisions of Public Law 801, 
84th Congress. 

The Bureau of the Budget has advised that there would be no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 
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Estimated additional man-years of civilian employment and expenditures for the 
. 1+ first 5. years of proposed new expanded programs 





Estimated additional man-years of civilian 
employment: 
Administrative services and support: 
Clerical 


etinagtee eke cd LeaSadediecse 4 8 8 8 T 
Property management.............-.-|.--...--.- 1 1 $b coeinpinnell os 
Stemogrepher. 29202662222 2 1 1 1 1 I 
Total, administrative services and ‘ 
WOON its s kb gan sleecnceeete cose 5 10 10 8 


Total, estimated additional man- 
years of civilian employment 


Estimated additional expenditures: 


Personal services.......-..--.--.--.--.----- $80, 000. | $180, 000 $220, 000 $220, 000 $175, 000 
All other 220, 000 


a | | 


Peewee mmm enn were e rene cer eee naes 


—<$_—_$ | | 


4, 220, 000 | 13, 820, 000 





































Total, estimated additional expenditures_ 






EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., April 20, 1959. 
Hon. JAMES E. MurRay, 


Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


My Dear Mr. CuargRMAN: This is in reply to your letter of January 19, 1959, 
requesting the views of the Bureau of the Budget on S. 281, a bill to authorize 
the Secretary of the Interior to construct, operate, and maintain a reregulating 
reservoir and other works at the Burns Creek site in the Upper Snake River 
Valley, Idaho, and for other purposes. 

The bill would authorize construction of the Burns Creek Dam, Reservoir, and’ 
powerplant to provide reregulation of water releases from Palisades Reservoir, 
at-site power production with an initial capacity of 90,000 kilowatts, and irriga- 
tion holdover storage of 100,000 acre-feet. The development would be integrated 
electrically, hydraulically, and financially with the Palisades project. The total 
cost of the Burns Creek development is currently estimated at about $45,380,000, 
exclusive of fish and wildlife and recreation facilities. It is estimated that the 
water users would repay $775,000 for irrigation storage over a 40-year period. 
Anticipated power revenues are estimated to be sufficient to meet annual opera- 
tion costs, repay with interest the total allocation to commercial power, and 
repay the balance of the irrigation allocation in less than 50 years of integrated 
operation with the Palisades project. 

The bill provides that costs allocated to fish and wildlife and recreation shall 
be nonreimbursable. The Bureau of the Budget considers that the cost of 
minimum basic recreational facilities should be treated as part of the overall 
project costs and allocated to the major purposes of the project subject to the 
cost-sharing or reimbursement requirements applicable to such purposes. With 
Tespect to fish and wildlife facilities, the provisions of the bill may be incon- 
sistent with the provisions of the Fish and Wildlife Coordination Act, as 
amended, which require that the Secretary of the Interior shall determine the 
share of the costs of any fish and wildlife development work which should be: 

by non-Federal interests. Accordingly, the Bureau of the Budget would 
tecommend that the bill be amended.to delete the last sentence of subsection.3(b). 

The Department of the Interior in a report it is submitting to your committee 
tecommends several clarifying amendments to the bill. Subject to modification 
of the bill to incorporate the amendments proposed by the Department of the. 
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Interior and the amendment recommended above, there would be no objection 
to enactment of 8. 281. 
Sincerely yours, 


(Signed) Puiu 8. HueHes, 
Assistant Director for Legislative Reference. 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., April 22, 1959. 
Hon. James E. Mupgray, 


_ Chairman, Committee on Interior and Insular Affairs, U.S. Senate, 


Deak Senator Murray: We would like to make a voluntary report on S. 281, 
a bill, to authorize the Secretary of the Interior to construct, operate, and main- 
tain a regulating reservoir and other works at the Burns Creek site in the 
Upper Snake River Valley, Idaho, and for other purposes, because this bill would 
affect national forest lands under the jurisdiction of this Department. 

This Department has no objection to 8. 281, but does object to subsection 
8(a), unless amended. Our position on this bill and the amendment thereto as 
herein recommended are the same as those expressed in our report of May 8, 
1957, to you on S. 145, 85th Congress, a similar bill relating to the Burns’ Creek 
project. The amendment herein recommended was incorporated in 8. 2757, 
which superseded S. 145 and passed the Senate on August 20, 1957. 

Subsection 3(a) of 8. 281 would authorize the Secretary of the Interior in 
connection with the Burns Creek development, to construct minimum basic 
public recreational facilities and to arrange for the operation and maintenance 
of the same by an appropriate State or local organization or agency. 

Some of the lands within the Burns Creek development are national forest 
lands withdrawn for reclamation purposes, and the authority granted the Secre- 
tary of the Interior under subsection 3(a) of the bill would result in duplication 
of authority between the Departments of the Interior and Agriculture, and 
would lead to confusion unless clarified. The Secretary of Agriculture now has 
authority to manage these national forest lands, so long as such use does not 
conflict with reclamation purposes, and is developing and administering them, 
not only with respect to recreation but also for timber, grazing and other re- 
sources. This Department is developing the national forests under a policy of 
integrated multiple use, whereas the authority that would be granted the Secre- 
tary of the Interior under this section would pertain only to recreation. 

Under a memorandum of understanding entered into in January 1948, between 
the Bureau of Reclamation of the Department of the Interior and the Forest 
Service of this Department, it was agreed that the Forest Service would con- 
tinue to administer national forest lands within a reclamation withdrawal for 
nonreclamation purposes whenever such lands were not in actual use in con- 
nection with any reclamation works. This memorandum of understanding has 
provided a satisfactory division of responsibility which should be continued. 

The Department of Agriculture believes that it should administer the recrea- 
tional facilities on national forest lands withdrawn for reclamation purposes. 
It objects to legislation which would give duplicating authority in this respect 
to the Secretary of the Interior. 

The Department of Agriculture also believes that within exterior boundaries 
of the national forests, lands acquired for reclamation purposes and not needed 
for actual use in connection with reclamation works should become national 
forest lands. These lands and the resources thereof should be administered by 
the Secretary of Agriculture, subject to project uses, as ordinary national forest 
jands. This would include the recreationa) facilities thereon. We believe such 
lands can be most effectively and economically administered as national forest 
lands by the Department of Agricuiture because of their intermingling with 
nearby and adjoining national forest lands. 

The recommendations of this Department can be accomplished by adding 4 
proviso to subsection 3(a). Starting on page 3, line 13, change the period to 4 
colon and continue as follows: 


Provided, That all lands within the exterior boundaries of a national forest ac 
quired for project purposes. which are not determined by the Secretary of the 
Interior to be needed for actual use in connection with the project works shall 
become national forest lands; Provided further, That the Secretary of the In- 
terior shall make his determination hereunder within five years after approval 
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of this Act or, in the case of individual tracts of land, within five years after 
their acquisition by the United States; And provided further, That the authority 
contained in this subsection shall not be exercised by the Secretary of the In- 
terior with respect to national forest lands without the concurrence of the 
Secretary of Agriculture. 


The Bureau of the Budget advises that there is no objection to the submission 

of this report, 
Sincerely yours, 
TRvuE D. Morse, Acting Secretary. 

Senator ANpErson. I will welcome to the witness stand first the able 
senior Senator from Idaho, the ra minority member of the 
Senate Committee on Interior and Insular Affairs and a long-time 
friend to many of us, Senator Dworshak. 


STATEMENT OF HON. HENRY DWORSHAK, A U.S, SENATOR FROM 
THE STATE OF IDAHO 


Senator DworsHax. Thank you, Mr, Chairman, 

I would like to have included in the record of the hearings a brief 
statement in support of the Burns Creek measure, which this group 
and the full committee has approzed in the past. The measure was 
passed by the Senate during the 85th Congress, 2d session, and died 
in the House. 

This project has the support of Idaho people. It has been proven 
to be economically feasible, and a sound development of water re- 
sources. The desirability of this project is as great today as 2 years 
ago when this group and the Senate as a whole gave its approval after 
extensive hearings and examination of testimony. 

Burns Creek is designed to fit into the already constructed Pali- 
sades Reservoir project as a stream regulating, water storage and 
power producing project. I believe it exemplifies the concept of 
maximum development of water resources. 

It is a reimbursable project, which together with Palisades will 
repay the Government costs of construction plus millions in taxes 
from increased agricultural yields and industrial activity spurred by 
power and water resources it will make available to a large section 
of southeastern Idaho. 

Here is what the project will do: 

1. Provide a regulated streamflow below Palisades Dam. This will 
enable the powerplant at Palisades to be operated at peak efficiency, 
and will more than double the prime power development. This will 
also conform to the stream fluctuation regulations and provide a. steady 
flow for preservation of fish life in the Snake River. 

2. Provide 100,000 acre-feet of long-term holdover irrigation stor- 

, which will give protection to 650,000 acres of irrigated land 
along the Snake River downstream to Bliss, Idaho, Drought condi- 
tions have in the past caused water shortages in this area, : 

3. Provide 90,000 kilowatts of power which will shorten the reim- 
bursement period required and boost the electrical potential of the 
southern Idaho area. 

4. Create another recreational reservoir for the benefit of Idaho 
Wsidents and the thousands of tourists from all States in the Nation 
who annually flock to Idaho to be in the great outdoors and sample 
some of the finest fishing in America. 
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Fish-stocking facilities provided for Palisades can be utilized to 
stock this reservoir.. The greatest trout-producing areas in the Nation 
in poundage are found in this area at Henry’s Lake and Island Park 
Reservoir and fishery officials have indicated Burns Creek Reservoir 
Shows great, potential for fish. production, 

Mr. Chairman, this $44,200,000 reservoir will provide benefits to 
the people of Idaho and many other States, far in excess of the imme- 
diate costs. Its entire construction cost will be repaid through the 
sale of irrigation water and electric power. It will help the Palisades 
project function more efficiently and will materially shorten the re- 
payment period of both. I believe it would be wasteful should this 
project not be constructed. as an enhancement of the Government’s 
investment in the Palisades project. 

T urge that your subcommittee favorably report this bill to the full 
committee with a recommendation that it be approved. 

Senator Anperson. Thank you. 

Senator Dworshak, before you leave there is a wire here from Thom- 
as Kennedy, acting president of the United Mine Workers of America, 
reading as follows: 

The United Mine Workers of America protests the passage of Senate bill 281 
‘upon which hearings are presently being conducted. Passage of this bill provid- 
ing for the Burns Creek project will displace 250,000 tons of coal industry causing 
economic chaos and widespread unemployment. No power shortage presently 
exists in this area which would justify the construction of such hydroelectric 
facilities and plans are currently underway to construct facilities for steam- 
eT power from bituminous coal which will satisfy future power require- 
ments. ' 

We urge that you actively oppose this legislation which will have such a 


deleterious effect on the coal industry and we request that this telegram be read 
at the hearings on Senate bill 281 and be made a part of the record. 


As you know, Senator Dworshak, when I get a message of this na- 
ture asking that a telegram of this character be read at the hearings I 
read at the hearing; and I have now done so and I want to say to you 
that if you have any comments to make upon this now or wish to sub- 
mit a supplementary statement on it for the record we will be glad 
to have it. 

I have also, if you will indulge me just a second, a letter from the 
United Mine Workers, District 22, of Wyoming and Utah, signed by- 
Harry Mangus, president of District 22, in opposition to this; and if 
there be no objection I will put the full letter from District 22 in the 
record at this point. 

(The document is as follows :) 


UNITED MINE WORKERS OF AMERICA, 
District 22, 

j Price, Utah, March 12, 1959. 
Hon. CLINTON P. ANDERSON, 
New Mezico Senator, 
U.S. Senate Office Building, Washington, D.C. 

Dear Str: Would appreciate your indulgence in this letter and a reply thereto. 

This office has information that you‘ are a chairman of the Subcommittee of 
Irrigation and Reclamation of the Committee on Interior and Insular Affairs. 

We wish to inform you that the United Mine Workers in District 22 composed 
of: the States of Utah and Wyoming are strictly in opposition to Senate bill 281 
and House bill 1235 as regarding the Burns Creek project. The United Mine 
Workers believes that this is a rank expenditure of the taxpayers money and & 
means to give and establish to certain area’s cheaper power rates at the expense 
of all the American people. 
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The electric power by means of hydroelectric plants are very costly, primarily 


_in the means of construction and is a solicit means to produce electric power 


with complete disregard to the American people, . Plants which. are competent 
of supplying electricity to the people only meets on a competitive basis in line 
‘with the American competitive system. 

We do not believe the Government should introduce indirectly competitive use 
direct. and for your consideration quotes and’ have information that the esti- 
mated cost of this Bureau of Reclamation project is: approximately $47.3 million 
based on current price levels, probably in excess of $50. million.  Ninety-eight 
percent of this which is allocated to power or $46.4 million and 1.9 percent or 
$850,000 is allocated to irrigation and 0.1 percent or $49,000 is allocated to reerea- 
tion. 

Only 100,000 acre-feet of supplemental irrigation storage provided; which 
storage, according to bureau, would only be used two or three times in a 50- 
year period, present’ storage of Upper Snake River is 4.5 million. acre-feet; 
17,000 acre-feet of space for river reregulation and 117,000 acre-feet for power 
head. 

This new project would contain 90,000 Kilowatt powerplant and would gen- 
erate approximately one-half billion kilowatt hours a year. 

The net annual revenues would amount to $1,101,000 and annual interest on 
investment would amount to $1,392,000 and the project would fail to meet even 
interest payments by $291,000 per year. 

Therefore, in the face of these figures and in the face of the unemployment 
situation prevailing in the coal industries we sincerely’ urge you to give this 
matter serious consideration and urge you to vote for no passage. 

In behalf of District 22, United Mine Workers of America, I am, 

Sincerely yours, 
Harry MANGUS, 
President, District 22, UMWA. 


Senator Anperson. I invite your comments if you have any, 


‘Senator, now or subsequently, saying to you only that we considered 


this bill and this matter carefully when the Senate committee had 
it under consideration the last time. 

It was our feeling that it would not adversely affect the employ- 

ment situation in the area, but might help it, and I don’t care to 
get into the argument because I am not familiar enough with the 
acts, but I do think that if I desire either now or subsequently 
either for yourself or on behalf of Senator Church or in rs. 
tion with Senator Church to make any comment on it, I would be 
glad to have it. 

Senator Dworsnak. Mr. Chairman, I can certainly understand 
why the mine’ workers and coal producers in Wyoming and Utah 
are somewhat alarmed over the possibilities of constructing a plant 
which will generate hydroelectric power. However, I believe the 
Same protest might apply to every hydroelectric project, whether it 
be in eastern Idaho, in California, in New Mexico, or elsewhere; and 
I think also that instead of becoming a serious challenge which might 
depress the coal mining industry in that area, actually it might stim- 
ulate additional development which conceivably might imcrease the 
demand for coal and improve the employment for the members of 
these unions. 

Senator ANnprrson. Senator, you have been a valued member of 
this committée for a good many years and while you have been a 
member of this committee we have considered, for example, the 
Navaho Indian project in my State as a part of the upper Colorado 


storage project which, as I recall, you supported. 


When the upper Colorado River storage project was passed it pro- 
vided, among other things, authority for the construction of the Glen 
Canyon Dam. When the Glen Canyon Dam was launched and was 
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put underway, the Navaho Indians were approached by the Utah Con- 
struction Co. to see if they would grant a 99-year lease for the mining 
of coal on reservation lands, and upon the completion of negotiations 
the Utah Construction Co. started looking at, and I don’t know how 
far along it is, certainly, the operation of a coal mine on Navaho 
lands, the coal of which would be used to fuel a steamplant which in 
its later stages will firm up the power at Glen Canyon Dam and make 
the Glen Canyon power usable in the States of Colorado, and New 
Mexico, and Arizona, and I believe also usable in the State of Utah, 
although I am not sure whether the plant of the Utah Construction 
Co. carries over into Utah, but surely the plant of the Utah Construc- 
tion if built would be very beneficial to the people of New Mexico 
and Colorado by taking this power at Glen Chinon: a large portion 
of which otherwise will be dump power, and firming it up by the 
steamplant so it can be utilized in industry. That is a byproduct of 
the Glen Canyon Dam and will provide employment for a great many 
coal miners in the New Mexico area. 

Do you think there is any possibility that something of that nature 
might happen as a result of work in this area ? 

nator Dworsuax. I am sure that is possible. I do not accept 

the statement made by the coal miner’s union that there is not a short- 
age of electricity in that area. There has been extensive agricultural 
development with the use of wells which requires a large amount of 
power and there is a shortage in the summertime. 

Some of the REA’s and many of. the private operators of these 
wells are in need of electricity, and I think that this is a develop- 
ment which will materially benefit everyone in that area. 


Senator Anperson. Senator Dworshak, in the upper Colorado stor- 
age project there is the Visming Gorge project, which will be in the 
r 


States of Wyoming and Utah from which this protest comes. You 
supported that, as I recall it, and was there a protest? I don’t 
recall a protest against that on the grounds that it might supplant 
the coal miners. 

Senator Dworsuax. I didn’t follow that development closely 
enough to recall whether there was any such protest filed at that time, 
Mr. Chairman. I don’t believe there was. 

Senator Anperson. I don’t think so. I am just going to say to 
you that we would like to have from you at any time any eupplenney, 
tary statement that you might give us as to the possible side effects o 
the construction of this dam upon the employment situation in the 
area that you represent or that might. be in adjoining areas. Te 

Senator DworsH4k. I shall make some inquiries and when thiz bill 
is presented to the full committee I shall certainly be prepared to 
do that, Mr. Chairman. 

_ Senator Anperson, Senator O’Mahoney was asked to make a state- 
ment on this bill. He has been in a judicial conference of the Supreme 
Court, this morning at the request of the chairman of the Judiciary 
Committee, I don’t know what his other time requirements are, but if 

e desires to make a statement on the bill at this time and Senator 
urch does not mind I would be very happy to have this statement 
from the able Senator, 
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STATEMENT OF HON. JOSEPH C. O’MAHONEY, A U.S, SENATOR 
FROM THE STATE OF WYOMING: » 


Senator O’Manoney. Just as I came into the room there was 
handed to mie a letter from Mr. Mangus, Probably it is the same letter 
that was delivered to you, Mr. Chairman, but there are a couple of 
paragraphs in the letter which I have just now read and which I think 
are of such importance that the committee ought to be fully advised 
of them. I read the fifth paragraph of the letter. 


We do not believe the Government should introduce indirectly competitive 
use direct and for your consideration quotes and have information that the esti- 
mated cost of this Bureau of Reclamation project is approximately $47.3 million 
based on current price levels, probably in excess of $50 million. Ninety-eight 
percent of this which is allocated to power or $46.4 million and 1.9 percent or 
$850,000 is allocated to irrigation and 0.1 percent or $49,000 is allocated to 
recreation. 

Only 100,000 acre-feet of supplemental irrigation storage provided which stor- 
age, according to Bureau, would only be used two or three times in a 50-year 
period, present storage of Upper Snake River is 4.5 million acre-feet. Seventy 
thousand acre-feet of space for river reregulation and 117,000 acre-feet for power 
head. 

This new project would contain 90,000 kilowatts powerplant and would gen- 
erate approximately one-half billion kilowatt-hours a year. 

The net annual revenues would amount to $1,101,000 and annual interest on 
investment would amount to $1,392,000 and the project would fail to meet even 
interest payments by $291,000 per year. 


I have not had an opportunity, Mr. Chairman, to examine the re- 
port of the Interior Department if it has been received, but I think it 
is important for the record to state that the Snake River, on which 
the Palisades and proposed Burns Creek projects are situated, rises in 
Wyoming. Kemmerer, Wyo., is the center of a coal-mining industry 
that has been lagging in recent years. Coal mining has been lagging 
throughout the West and, for that matter, throughout the country. 

This is evidenced by a telegram which I have received from G. E. 
Sorensen, president of the Kemmerer Coal Co. This was addressed 
to me at the Senate Office Building. 


We earnestly request your utmost opposition to Senate bill 281 before the 
Subcommittee on Irrigation and Reclamation March 16, as it is definitely harm- 
ful to the coal industry and United Mine Workers’ employees in this district. 

Power installation proposed Burns Creek project by. Bureau of Reclamation 
would displace 250,000 tons of coal per year to proposed steam-generating plants. 
Coal presently channeled through existing steamplants also threatened. With 
coal industry in state of economic chaos this would be an extremely detrimental 
blow to existing mine payrolls. Our Government recognized the necessity of in- 
creasing acreage under leasing act. to assist the coal industry in being able to 
serve steam-generating electric utilities in the West. 

We cannot see any economic justification for legislation involving such unnec- 
essary expenditure as there is definitely no power shortage existing in this gen- 
eral area. Appropriations for the Burns Creek project cannot possibly be justi- 
‘fied from taxpayers standpoint, Careful questioning of proponents will divulge 
the fact that pressure for the project comes from a few preferential customers 
in an already existing power surplus area. 

The proposal does not serve irrigation to any great extent, but simply is an 
extravagant program for public power generation. We urge you to register our 
Opposition to Senate bill 281, in the: record of the hearing. . Detailed letter 


following. . 

That detailed letter I have not yet received so I report for the record 
now, the facts that are presented here on the authority of the signers 
of the letter and of the telegram. | , 

39870592 é; 
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I may say that-there isn’t-«ny question the coal-industry is-in a sad 
way. I doubt very. much whether it: can besaid that there is not 
enough power in this area. I think additional power is needed in 
parts of Wyoming and in parts of Idaho as well. There is, however, 
a clear conflict here between the development of a coal-mining project 
in the State of Wyoming that’ would be beneficial to the coal-mining 
industry which does justify the protest of the United Mine Workers 
from the point of view of their employment and which probably 
justifies the opposition of the Kemmerer Coal Co.’ I suspect the 

emmerer Coal Co. will be able to sell coal to the utility that will 
probably be operating in this district. I have no doubt that the 
electric REA co-ops in Idaho would enjoy having a so-called regulat- 
ing or reregulating reservoir at Burns Creek. It is quite obvious, 
pena that there is a conflict here which has a serious economic 

ase. 

The financial strength of the Burns Creek project is seriously 
threatened by the facts set forth in these letters and there can be no 
doubt that the improvement of the coal mining industry in Kem- 
merer would be a great blessing to western Wyoming. 

I say this at this point, Mr. Chaitnan: because the issue seems to 


have been raised by the letter filed with the Chair. 

Senator Anperson. Thank you, Senator O’Mahoney. 

As a matter of fact, I had thought that we would ask the Bureau 
of Reclamation to give us some information on this point because it 
is a point that can legitimately be raised against a great many projects, 
that they may look on the surface if they are going to displace workers. 


Actually the record over the years seems to indicate that. the avail- 
ability of this power actually contributes to employment and not to 
unemployment, but it is worthwhile checking into and we certainly 
will do so. 

I appreciate your being here. 

Senator Dworsuax. Mr. Chairman, may I make this comment? 

Senator Anperson. Certainly. 

Senator Dworsuak. I think there is some variance between the cost 
data submitted by. that letter and the testimony previously given by 
the Bureau of Reclamation on this project, and I think that this point 
should be cleared up to determine what the actual facts are con- 
cerning the benefits to be derived from this project in the sale of power 
and in the reregulation and the fuller utilization of the water already 
stored in Palisades Reservoir. 

Senator Anprrson. We will be sure that we get from the staff a 
good check on this. 

Senator Church. 


STATEMENT OF HON. FRANK CHURCH, A U.S. SENATOR FROM THE 
STATE OF IDAHO 


Senator Cuurcn. Mr, Chairman, as you know, I have been striving 
for enactment of legislation to authorize the Burns Creek project in 
Bonneville County, Idaho, since coming to the Senate; my colleague, 
Senator Dworshak, was laboring for this before I came here. ‘To- 
gether we introduced S. 281, the bill now under consideration, early 
in this session. 
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S. 281 is identical with S. 2757, which’ we jointly introduced in the 
85th Congress, and which was approved by this subcommittee, by the 
full committee, and by the Senate, in 1957. 

I will not at this time detail the provisions of the bill. Senate Re- 
port No. 861, 85th Congress, describes the project and includes com- 
ments from the executive. departments and agencies. 

I am pleased Mr. Chairman, that you have scheduled this hear- 
ing today, and that you have indicated to the Department and others 
interested that the hearing would be limited to new information or 
changes effected by the passage of time. Obviously there will be some 
changes in cost figures, but these, I believe, do not significantly affect 
the overall merit of this worthy project. 

I am especially gratified, Mr. Chairman, that you are considering 
this bill this early in the session. I earnestly hope that legislative ac- 
tion can be bininplated prior to the end of the current fiscal year, June 
30, 1959. 

Although the House of Representatives did not act upon S. 2757 
during the 85th Congress, it did nonetheless initiate a $500,000 
appropriation for the purpose of starting this project, conditioned 
upon its authorization during fiscal 1959. The President, accord- 
ingly, has included this amount in his budget. 

Tt would be a great thing, Mr. Chairman, if legislative action to 
authorize Burns Creek could be concluded in time to utilize this appro- 
priation and thus a us @ new start. 

I am informed that the opposition offered to this project last year 
by the Utah Power & Light Co., serving the area, will be urged again 
before this subcommittee, The utility company has every right to 
assert its interests. 

If additional power generation is developed at Burns Creek and 
by the firming of Palisades generation, the serious power shortage 
of rural electrical co-ops and municipalities, entitled to preference 
will be alleviated. So long as the shortage exists, the company has a 
desirable position to protect. 

This does not mean, however, that we should allow to stand unchal- 
lenged a contention by the company or anyone that the economic 
feasibility of the project must be measured by treating it as an inde- 
pendent project and not as an integrated unit of the Palisades Project. 

The Bureau plan for the Burns Creek reregulating structure and Palisades 
Dam is one of complete electrical, financial and hydraulic integration. 

Reclamation Commissioner Dexheimer, after making the foregoing 
statement in his letter to the committee of June 13, 1957, Senate 
Report. 861, 85th Congress, refers to this as a common practice. I 
am sure that the private company, and indeed all utilities, public 
and private, recognize the validity of financial, electrical, and—where 
hydro projects are involved—hydraulical, integration of their gen- 
erating facilities, rong on a systemwide basis. 

The integration in this particular instance is with the Palisades 
installation, and, as Commissioner Dexheimer also points out, the 
complete interrelationship between the Burns Creek reregulating 
structure and the Palisades installation makes it necessary to con- 
sider them on an integrated basis. Burns Creek is made possible only | 
because the parent structure is in existence. 
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Indeed, Burns Creek would itself as an independent unit, 
given a rate structure still competitive to that of the private utilit 
epmpany. But it would, as Commissioner Dexheimer says, be intol- 
erably awkward for the Federal Government to be selling power in 
the same area at one rate for Palisades and another for Burns Creek. 

The Burns Creek project is a sound multiple-purpose development. 
Its primary purpose is to reregulate releases from Palisades Reservoir. 
This will result in an important increase in peaking power at Pali- 
sudes and will add at-site power, and the two projects operating to- 
gether will produce almost double the energy production of Palisades 
alone, going up from 635 million kilowatt-hours per year to 1,129 
one for: both. Winter peaking capacity would be 214 times as 
arge. 

urns Creek will add 100,000 acre-feet of holdover storage and will 
rovide 17,000, acre-feet of pondage available for daily use. The 
irrigation cost has been computed at $836,000, of which $775,000 will 
be paid by the water users and the small balance out of power reve- 
nues, 

The power facilities will pay the remaining 98 percent of the cost 
allocated to power, with interest. Complete payment, of commercial 
electric plant costs is achieved in 43. years after the last Palisades ‘unit 
goes on the line,.and all reimbursable costs, including the small irri- 
gation subsidy, will be returned in the 53d year, 

The power will meet an urgent current need of the preference 
customers. The marketability of the increased power is not; based on 
displacing loads now being adequately served. The Federal Power 
Commission has reported that the rate of load growth is such that 
the output of the project could be utilized as soon as the project. is 
completed. 

Mr, Chairman, I earnestly recommend favorable action on this bill 
and hope that the Senate may act upon it in this session as we did 
in the session of the 85th Congress 2 years ago. 

Senator Anprerson. Senator, you heard the letter that Senator 
O’Mahoney read and the wire that I read, Have you any comment 
on that situation? 

Senator Cuurcu. Yes, Mr, Chairman. 

I would urge, as my colleague, Senator Dworshak, has already 
stated, that the same objection can always be raised to a hydro 
plant, and ee nearly all of the power produced in southern Idaho is 
produced from hydro plants from the utilization of our water, and 
in the overall I feel, as he has indicated, that this has meant more 
business for all industries, including the mining industry. 

I would also like to emphasize that this committee, after giving 
thorough consideration to this bill 2 years ago, concluded in its re- 
port with reference to the power market to be served by the Burns 
Creek project the following: 

The marketability, of the increased power from Burns Creek is not based 
on displacing loads now being adequately served but is predicated on load 
growth now taking place in the area. The Federal Power Commission com- 
mented on Burns Creek project : 

“The rate of load growth in the area is such that the output of the project 
could be utilized as soon as it is completed.” 

I mention this only to reemphasize the fact, Mr. Chairman, that the 
present demands for coal for the thermal plants now serving the area 
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are not going to be affected at/all by the Burns Creek project.’ There- 
fore, I think it is baseless to contend that the interests of the miners 
are going to be adyersely affected by this project. bond 
e anticipate, and I think rightly so, that in projecting the present’ 
wth trend, the new project will merely be meeting needs that will 
ave accrued by the time the dam is completed, and therefore. it. is 
not sound I think to regard it as being competitive to the existing 
ee of the miners. I: feel the argument, Mr. Chairtnan, is not 
valid. 

Senator O’Manoney. May I ask a question ? 

Senator Anperson. Senator, go right ahead. 

Senator O’Manoney. Senator Church, do you give any weight to the 
fact that the coal deposits are. in the immediate area in which the 
Burns Creek lies? 

Senator Cuurcn. I would say, Senator, that-I think that these coal 
deposits are a source of the fuel being used by thermal plants now 
located in the Salt Lake area and possibly in other areas nearby. In- 
asmuch as this project, according to the best information we have been 
able to assemble heretofore, will only be meeting new demands re- 
sultant from the growth of the area, therefore, it will not infringé 
upon the sale of coal or the present level of sales now going to the 
thermal plants. 

Therefore, I do not think that it will have any. deleterious effect 
upon the mines that are located in the area nearby. 

Senator O’Manoney. I think, Senator, you are talking in terms 
of existing facilities. 

The proposal, as I understand it, is that the Utah Power & Light 
Co. wants to build a steamplant to serve the Wyoming area. The 
coal which would be used is ideally suited for that purpose because it 
is a subbituminous coal which contains, strangely enough, a high per- 
centage of water, but the coal] cannot be stored because the water dis- 
appears and the coa) then turns almost to dust. There is an unusual 
possibility there of using this subbituminous coal in the Kemmerer 
area for a steamplant. It may be, and in fact I think it is the fact on 
checking up on it, that the demand for steampower in Wyoming is 
quite as important as the demand for waterpower in Idaho. 

Senator Cuurcu. I would say to that, Senator, two things: 

First, I think that any general review of the growth in the power 
market in Idaho, Utah, and Wyoming extended back over the last 
10 or 12 years would strongly indicate that we will have room for 
additional thermal plants as well as new dams in the next 10 years, 
and I feel that this project is not of a size that would materially inter- 
fere with the veubbniable prospects for additional thermal-plant con- 
struction in the next 10 years. 

If this were a Grand Coulee project placed against the trend growth 
of these three States, then we would have a different picture, but this 
is a project of modest size and therefore I do not think constitutes a 
reasonable impediment to the construction of new thermal plants that 
will put to use Wyoming coal. 

Senator AnpErson. I just wonder if I could have a comment from 
Senator Dworshak and Senator Church. 

Last year when we gave our report, the Department of Agriculture - 
sent us a suggested amendment which is on page 12 of last year’s 
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Sean report, in which they ‘said they would like to see this:section 
ed: | 

Provided, That all lands within the exterior boundaries of a national forest 
acquired for project purposes which are not determined by the Secretary of the 
Interior to be needed for actual use in connection with the project works shall 
become national forest lands ; 

Provided further, That the Secretary of the Interior shall make his determina- 
tion-hereinunder within five years after approval of this Act, or, in the case of 
Fp en of land, within five years after their acquisition by the United 

Provided further, That the authority contained in this subsection shall not be 
exercised by the Secretary of Interior with respect to national forest lands with- 
out the concurrence of the Secretary of Agriculture. 

We did not do anything with that last year. 

Have you any comments to make on it this year? 

Senator Cuurcu. Mr. Chairman, I see no. objection to the recom- 
mended amendment, I know that in the case of two reservoirs, the 
Palisades Reservoir in Idaho and the Cascade Reservoir in western 
Idaho, it has been necessary, following the construction of the project, 
to introduce special legislation whereby excess lands were transferred 
from the Department of the Interior to the Department of Agricul- 
ture, and specifically to the Forest Service. This merely anticipates 
that situation and provides for it in the original bill. 

I personally would have no objection to the amendment and per- 
haps it is well taken and ought to be included in the bill. 

enator ANprrson. Senator Dworshak, will you and Senator 
Church check with the local sponsors of this project and see how they 
react toward this? 

This seems to be legislation that might be all right. I was just 
checking into the interest provisions a little bit.and I think you better 
leave those alone probably. You better not put the provisions in the 
Upper Colorado Storage Act in at least. 

Hovuver. I think that is one that you might look at. 

I have here a memorandum that arrived with reference to a state- 
ment by the Utah Power & Light Co. 

Have you finished ? 

Senator Cuurcu. I have finished, Mr. Chairman. 

Senator Anperson. Are there any questions of Senator Church or 
Senator Dworshak ? 

If not, we will be happy to have Utah Power & Light. 

Mr. Hunter, will you state your name for the record, please? 


STATEMENT OF E. A. HUNTER, ADMINISTRATIVE ASSISTANT, UTAH 
POWER & LIGHT CO., ACCOMPANIED BY C. L. OVARD, ATTORNEY 


Mr. Hunter. I am E. A. Hunter, administrative assistant, Utah 
Power & Light Co., and with me is Mr. C, L. Ovard,'attorney for the 
company. 

Mr. Chairman, I would like to present my statement for inclusion 
in full for the record. I will then paraphrase it. 

Senator Anperson. That will be received for the record. 
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(The statemént is as follows 3) 
STATEMENT OF UtTan Power & LicuT Co. 


Mr. Chairman and members of the committee, I am E. A. Hunter, adminis-. 
trative assistant, Utah Power & Light Co. The following statement is made 
on behalf of Utah Power & Light Co., which company opposes the construction. 
of the Burns Creek project. 

Utah Power & Light.Co. is a public utility supplying electric service to 200,000 
customers in a. territory comprising eastern Idaho, that. portion of Idaho in 
which the Burns Creek project would be located, northern: and central Utah, 
and southwestern Wyoming. 

This statement is supplemental to that,statement I made on behalf of Utah 
Power & Light Co., before this, committee on May 22, 1957, in opposition to this 
project. I, respectfully request,the committee to consider the previous. state- 
ment asa part of my presentation. 

Since the appearance of May 22, 1957, we have made further analyses of the 
Bureau of Reclamation’s report on the Burns Creek and are more thoroughly 
convinced than ever that the Burns Creek is a poorly conceived, unnecessary, and 
extravagant project, and not in the best interests of reclamation, the taxpayers 
of the region or the taxpayers of the Nation. 

We object to this project because: 

1. Irrigation. benefits are very minor—100,000 acre-feet or stored water which, 
according to the Bureau, would have'a use only two or three times in 50 years. 

2. Economically it is an unfeasible; project. Standing alone it would not 
generate enough revenue to pay 3 percent interest on the interest-bearing in- 
vestment. Integrated with Palisades, if the Palisades irrigation features are 
paid off within the statutory period, Burns Creek would require a payout period 
of 72 years. 

8. Suggested need for reregulation has not been proven, and in any event it 
could be provided at an estimated cost of less than $9 million. 

4. It is primarily a power project to supply power in an area where no power 
shortage exists. 

Proponents of Burns Creek have referred to it as a $44 million project. This 
estimate is based on 1957 costs and does not include interest during construc- 
tion, which when added increases the 1957 figure to $47,300,000. Costs based 
on current price levels would probably be in excess of $50 million. 

There is no sound justification for this $50 million project. 

Benefits to irrigators provided by an additional 100,000 acre-feet of supple- 
mental storage water for irrigation cannot possibly justify Burns Creek. This 
supplemental storage water would be used only in the driest years and, accord- 
ing to Mr. Nelson, region 1 director for the U.S. Bureau of Reclamation, it 
would be used ‘* * * possibly two or three times in a 50-year period.” Cer- 
tainly supplemental storage water which would only be used at such rare in- 
tervals is not justification for a $50 million project. 

As we pointed out in detail previously, we have played an active role in the 
development of reclamation projects. 

We have actively supported all true reclamation projects in our territory 
including the Palisades project. Even though Palisades project generates large 
quantities of electric power, surplus revenues are to be used to pay off the north 
side Minidoka, Michaud Flats, and Fort Hall irrigation projects, thereby being 
a true reclamation project. 

The Burns Creek contributions to irrigation, however, would be minor. It 
is a project primarily for power. Although our previous testimony indicated 
that 90 percent of the cost of the project would be allocated to power, our 
present studies indicate that the power allocation is in fact 98 percent. Al- 
though Burns Creek is primarily a power project, it is recognized by all con- 
cerned that it cannot pay its own way. The Bureau has admitted it proposes 
to sell Burns Creek power below cost, in fact so far below cost that the proposed 
power revenues will not even pay the interest charged to the project. 

Integration “electrically, hydraulically, and financially” with Palisades, as 
Proposed by the Bureau of Reclamation, would result in a net revenue increase 
of only $1,101,000, which is $291,500 short of meeting the interest obligation 
at 3 percent on the Burns Creek investment. It is obvious, therefore, that with- 
out help from Palisades, Burns Creek could never pay out. Diverting Palisades 
Tevenues to aid Burns Creek would postpone the payout of Palisades and 
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destroy its ability to aid new worthy reclamation or water projects for the next 
70 years. Reclamation would actually be hurt by the use of Palisades revenues 
to pay for Burns Creek. 

The chart before you, a copy of which is attached to my statement, shows in 
part A that Palisades, without being burdened with Burns Creek, is scheduled 
to pay off the power allocation in 30 years, and the irrigation cost to be repaid 
from Palisades revenue would be completely amortized at the end of 39: years. 
At the end of the 39th year an annular surplus of $1,213,300 would become 
available to aid future worthy irrigation projects if Congress so directed. The 
payout period for Burns Creek integrated with Palisades‘ would be 72 years. 
By that*time Palisades, without Burns Creek, would'have produced a surplus 
of approximately $49 million as shown by the chart. 

Part B of the same chart illustrates the effect of integrating Burns Creek 
with Palisades. Use of Palisades revenue to help pay Burns Creek interest 
would delay pay out of costs allocated to Palisades power until the end of the 
38th year. Repayment of Palisades irrigation costs would be delayed until the 
49th year. Burns Creek power costs would not be paid off until the end of the 
72d year from the first year of Burns Creek operation. Details of this deriva- 
tion are shown by table A attached to the statement. Contrast this with Pali- 
sades without Burns Creek. At the end of the 72d year Palisades alone would 
have contributed a surplus of $49 million. 

Furthermore, the Bureau has estimated that if Burns Creek is constructed, 
taxes amounting to $472,000 a year that would otherwise be paid by private 
utilities, would be lost. These taxes would amount to $33,984,000 during the 
Burns Creek payout period. The total subsidy to Burns Creek therefore (with- 
out annual interest charges on the subsidy) during the Burns Creek payout 
period would be a minimum of : 


If interest at 3 percent annually on the taxes and surplus lost is added, the total 
subsidy required by Burns Creek would total $208 million. 

It might be suggested by proponents of Burns Creek that under the integrated 
concept of operations, Palisades revenue should be used to pay off the cost of 
Burns Creek power facilities before paying off the cost of irrigation features 
which are to be amortized by Palisades revenues. If such suggestion were 
followed, it would require 49 years to pay off Burns Creek after its completion, 
but irrigation costs to be repaid by Palisades would not be paid off until the end 
of 65 years. Details of this derivation are shown by table B attached to the 
statement. Such extended pay out period for the irrigation features would 
seem to be in conflict with Public Law 864 which authorized the Palisades 
project. This law requires that all reimbursable irrigation costs be repaid in 
not more than 50 years. 

River reregulation has been cited as a project benefit in an attempt to justify 
Burns Creek. Need for such reregulation has not been supported by any tan- 
gible evidence that we have been able to find, but seems to be based on speculation 
as to what some future condition may impose. Even the Bureau of Reclamation 
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does not assign any dollar value to this. Should experience prove that reregula- 
tion is in fact necessary, there would be absolutely no justification for con- 
structing the Burns Creek project as presently proposed. 

Burns Creek will have 90,000 kilowatts of capacity requiring at full load 
approximately the same amount of water now released by Palisades, The Burns 
Creek powerplant Could be operated in a manner which would create exactly 
the same stream fluctuations downstream that the irrigators fear will result 
from the operations of Palisades. 

A more logical and economical way to provide reregulation, if it be needei, | 
would be to construct a dam to provide a reregulation reservoir of the required 
17,000 acre-foot capacity. According to our estimates, which we believe to be 
very liberal, this dam could be constructed for less than $9 million. We under- 
stand that in 1958 the Bureau gave consideration to this approach to solve the 
problem and at that time submitted an estimate that such a reregulation dam 
could be constructed for $2,128,000. 

As shown by part C of our chart, the dam at our estimated cost of $9 million, 
which is over 4 times the 1953 estimate of the Bureau of Reclamation, could be 
paid for from Palisades revenue within a period of 58 years and integration 


' with Palisades would result in a surplus of $19,254,000 by the date that the big 


Burns Creek project would be paid out. We submit that the Bureau of Re- 
clamation should be requested to make a more comprehensive study of this 
approach, 

There is absolutely no excuse or justification for the contention that additional 
power is required in the area. Without a shadow of a doubt there is now ample 
power in the area. Furthermore, Utah Power & Light Co. has consistently 
acknowledged its responsibility to serve all present and future customers in its 
territory, and we say again that we stand ready, willing, and able to do so. We 
submit that any contention that there is a power shortage in the area is 
unjustified. 


- To summarize: 


1. Irrigation benefits—100,000 acre-feet of storage which might be used two 
or three times in a 50-year period—are too minor to justify this project. 

2. It is an uneconomical project. By itself it can never pay off, and integrated 
with Palisades it would destroy the ability of Palisades to contribute to the 
financial assistance of other worthy irrigation projects for at least the next 
70 years. 

3. Need for reregulation has not been demonstrated, and even if it should be, 
such regulation could be provided at an estimated cost of not to exceed $9 
million. 


4. Burns Creek is primarily a power project, 98 percent being allocated: to 


_ power, and it would produce power for sale in an area where no power shortage 


exists. 
5. To proceed with the Burns Creek project as presently planned would result 
in the unnecessary and unwarranted expenditure of approximately $50 million. 
If we are ever to balance our national budget, this kind of spending must be 
stopped. 
For the foregoing reasons, we submit to your committee that 8, 281, to author- 
ize the Burns Creek project, should not be passed by the Congress. 
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Mr. Hunrer. We ap 





peers in opposition to this project in 1957 
and since that time we have had a thorough o a to analyze 
it. We have analyzed it on the basis of usin ie latest figures of the 
Bureau of Reclamation, which are contained in a document entitled 
“Fifty-five Years Reclamation Payments and Payout Schedules,” 
and we have reanalyzed the project, using 3 percent interest instead 
of 214 percent, and I think the Senator recommended that the Bureau 
figure 3 percent interest in figuring the payout. ; 

Senator Anperson. That was because we were required to put 
into Upper Colorado storage project the provision that the interest 
rate at the initiation of the project should be the average yield upon 
long-term bonds, as to the average rate upon long-term bonds. 
Right now we are in a 4-percent vield basis, although the bonds are 
214 and 234, percent. It makes a tremendous difference. 

The Hoover Dam could not have been built under the language 
of the Upper Colorado storage poceet bill if it came up at this 
particular time because you would have right now about 35% per- 
cent interest and you cannot possibly justify either the Hoover Dam 
or the Bridge Canyon project in Arizona, or almost any of them, in- 
cluding Glen Canyon, at 35% percent. So we did suggest the possi- 
bility of taking a look at this on a 3 percent basis, which seemed to 
be what the Government might be paying for money. 

Mr. Hunter. Yes, sir. It was on that basis that we considered 
the 3 percent, Senator, and since we have had time to analyze it, we 
are even more thoroughly convinced that it is not in the best interest 
of reclamation, the taxpayers of the region, or the taxpayers of the 
Nation. 

To proceed with Burns Creek as presently planned, we believe 
would result in the unnecessary and unwarranted expenditure of 
approximately $50 million. If we are ever to balance our national 
budget, this kind of spending we believe should be stopped. 

Proponents of Burns Creek have referred to it as a $44 million 
project. This estimate is based on 1957 price levels and does not in- 
clude interest during construction which, when added, increases the 
total cost to $47.3 million. Cost based on present price levels would 
probably be in excess of $50 million. 

We object to this $50 million, 90,000 kilowatt project because: 

First, irrigation benefits are very minor, 100,000 acre-feet of stored 
water "hid, according to the Bureau of Reclamation’s testimony, 
would have a use only two or three times in 50 years. Proponents 
recognize the limited value of irrigation benefits because less than 
2 percent of the project cost is allocated for this purpose, 98 percent 
being allocated to power. 

Second, the 90,000 kilowatt Burns Creek project is not only a power 
project but an uneconomical project as well. Burns Creek’s cost allo- 
cation is $516 per kilowatt. Contrast this with Palisades power allo- 
cation of only $269 per kilowatt. 

As pointed out in my previous testimony, we have actively sup- 
ported all true reclamation pee in our territory, including the Pali- 
sades project. Even though Palisades generates large quantities of 
electric power, Palisades surplus power revenues are to be used to 
pay off the North Side, Minidoka, Michaud Flats, and Fort Hall ir- 
rigation projects, therefore conforming to the true concept of 

reclamation. 
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By contrast, it is proposed to sell Burns Creek power below the cost 
of producing it, in fact so far below cost that Burns Creek cannot 
pay its own interest cost. Thus it will require aid from Palisades, 
thereby completely destroying the ability of Palisades to aid new 
reclamation projects for the next 70 years. There can be no doubt 
that Burns Creek is detrimental to reclamation. 

Third, Burns Creek, integrated electrically, hydraulically and finan- 
cially with Palisades as proposed by the Bureau, would increase the 
net revenues to the two projects by only $1.1 million annually, which 
is $291,500 per year short of the 3 percent interest obligation on Burns 
Creek investment. 

It is obvious, therefore, that without financial assistance from Pali- 
sades, Burns Creek could never be paid for. Diverting Palisades 
revenue to aid Burns Creek would lengthen the pay-out period of 
Palisades and postpone beyond 70 years financial aid to worthy 
reclamation ee 

This can be shown more clearly by the chart before you, a copy 
of which is attached to my statement. 

As shown by the chart—part A—the left-hand scale is dollars. 
The horizontal scale is years. It shows that Palisades alone could 
pay off the power facilities in 30 years, and could pay off the irriga- 
tion costs in 39 years, and that at the end of the 39th year, an annual 
surplus in excess of $114 million would be available to aid future 
worthy reclamation projects if Congress so directed. 

The pay-out period for Burns Creek integrated with Palisades 
would be 72 years. By that time Palisades, without Burns Creek, 
would have produced a surplus of approximately $49 million as shown 
by the chart, which could be used to aid reclamation. 

_ Part B, the upper part of the same chart, illustrates the effect of 
integrating Burns Creek electrically, hydraulically, and financially 
with Palisades. 

The red portion on top represents the cost and payout of the Burns 
Creek project, integrated with Palisades. The effect of the integra- 
tion would be to delay the Rove period of Palisades, that is, the 
power features, until the end of the 38th year. The irrigation fea- 
tures payout would be postponed until the end of the 49th year, and 
the Burns Creek power cost would not be paid off until the end of 
the 72d year from the start of the Burns Creek operaton. 

Contrast this with Palisades without Burns Creek, when we would 
have a surplus at that time of about $49 million. 

_. Furthermore, the Bureau has estimated in its project report that 
if Burns Creek be constructed, annual taxes of $4'79,000 would be 
lost. This amount represents taxes that would otherwise be paid by 
private utilities without Burns Creek. During Burns Creek payout 
period of 72 years, total taxes lost would be almost $34 million. The 
total subsidy, loss of surplus and loss of taxes, would be $83 million 
without interest. Interest at 3 percent annually would increase the 
total subsidy to a total of $208 million. 

_ It might be suggested by proponents of Burns Creek that under the 
integration concept, Palisades revenue should be used to pay off the 
cost of Burns Creek power facilities before paying out the Palisades 
irrigation features which are to be eet for by Palisades revenues. 
: if such suggestion were followed, it would require 49 years, start- 
ing with the completion of Burns Creek, to pay off that project, but 
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irrigation costs to be repaid by Palisades would not be paid off until 
the end of 65 years. Such extended payout period for the irrigation 
features woute seem to be in conflict with Public Law No. 864, which 
authorized the Palisades project. This law requires that all reim- 
bursable irrigation costs be repaid in not more than 50 years. 

Fourth, need for river reregulation cited as a project benefit in an 
attempt to justify Burns Creek has not been supported by any tangible 
evidence that. we have been able to find. Such need seems to be based 
on speculation as to what some future condition may impose. Even 
the Bureau of Reclamation does not assign any dollar value to this. 

Should experience prove that reregulation is necessary, even then 
there would be absolutely no justification for constructing the Burns 
Creek project as presently proposed. 

Burns Creek will have 90,000 kilowatts of capacity, requiring at full 
load approximately the same amount of water now released by Palli- 
sades. The Burns Creek powerplant could be operated in a manner 
which would create exactly the same stream fluctuations downstream 
that the irrigators fear will result from the Palisades operation. 

A more logical way of providing reregulation, if such need be 
proven, would be to construct a dam to provide a 17,000 acre-foot, re- 
regulation reservoir. According to our estimates, which we believe 
‘9, Re very liberal, this dam could be constructed for less than $9 
million. 

We understand that in 1953 the Bureau gave consideration to this 
approach to solve the problem, and at that time submitted an esti- 
mate that such a reregulation dam could be constructed for $2,128,000. 

Senator Anprrson. How do you account for that big difference? 

Mr. Hunrer. I imagine there might be a few percentage points due 
to the 6-year spread in time, but I think probably a part of the 
difference is that our estimate is based upon insufficient facts as to 
the type of foundation at the dam, and of necessity we have added 
more in there than the party would that was familiar with the founda- 
tion problem. j 

Senator Anperson. Mr. Bennett, do you know where this estimate 
of 2 millions came from ? 

Mr, N. B. Bennert, Jr. (Bureau of Reclamation). My recollec- 
tion is that was a very preliminary estimate based upon a reservoir 
to do nothing except reregulate the irrigation releases. 

Senator Anprerson. Here is $9 million. It is supposed to be that 
same thing, is it not ? 

Mr. Hunter. That is our estimate. * 

Senator Anderson, I understand, but that is quite a difference. He 
says it is to be built for $2,128,000. You figure $9 million. 

Mr. Hunrer. As I say, we are liberal because we do not have 
adequate information as 'to the foundation problem. 

Senator Anperson. Is there any problem in getting the foundation 
information from the Bureau of Reclamation ? 

Mr. Hunver. I don’t think we checked with them. I don’t know 
that our site is exactly the same site on the river either. 

Mr. Bennett. We studied several sites along in about a 15- or 20- 
mile stretch of the river and I don’t remember at the moment which 
one this particular thing applied to. salsa 

Senator O’Manonsty. Do you remember what time this estimate was 
made of $2,128,000? 
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Mr. Bennett. That was about a 1951 or 1952 price base. 
Senator O’Manonry. On the change of the value of the dollar, it 
would be greater than that now with the same factors involved. 

ee Anverson. Yes, but $3 million and this is three times that 
much. 

Go ahead. I was just wondering where you got your om 

Mr. Hunter. The fifth reason for the objection is that this 90,000 
kilowatt project is primarily for power, over 98 percent of the cost 
being allocated for this purpose. It is designed to supply power in an 
area where I can say absolutely that no power shortage exists. 

In this connection, it might be well to mention that just last Mon- 
day, March 9, one of the customers, who I think is on record, stating 
that they have need for this power, signed a contract with us for 
their total additional power requirements for the next 10 years. 

Senator Anperson. They did not do that in anticipation of this 
hearing, did they ? 

Mr. Hunter. Maybe they are getting disgusted and decided they 
would get the power from some other source. 

To summarize, the irrigation benefits, 100,000 acre-feet of stor- 
age, which might be used two or three times in a 50-year period, are 
too minor to justify this project. 

Two, it is an uneconomical project. By itself it can never pay off, 
and integrated with Palisades it would destroy the ability of Pali- 
sades to.contribute to the financial assistance of new worthy reclama- 
tion projects for at least the next 70 years. 

Three, the need for reregulation has not been demonstrated, and 
even if it should be, such regulation could be provided at an estimated 
cost of not to exceed $9 million. 

Four, Burns Creek is primarily a power project, 98 percent being 
allocated to power, and it would produce power for sale in an area 
where no power shortage exists. 

For the foregoing reasons, we submit to your committee that S. 281, 
to authorize the Burns Creek project, should not be passed by the 
Congress. 

Thank you very much. 

Senator Anprerson. Are there questions by the members of the 
committee ? 

Senator Cuurcu. Mr. Chairman, I would like to make several ob- 
servations and then a suggestion or two. On the basis of that, there 
may be some questions suggested. 

First of all, it seems to me that if the method of figuring and the 
method of cost analysis.that the Utah Power & Light Co. has used 
in connection with the Burns Creek project be the accepted method 
of this Congress for determining the feasibility of western projects 
over the past 50 years, we would have precious few, if any, western 
projects. 

_I know that we have an expert here from the Bureau of Reclama- 
tion that is in a position to handle the analysis that has been given 
by the Utah Power & Light Co. in greater specificity than I, but I 
would just call to the committee’s attention one or two obvious facts 

t have occurred to me in the course of this testimony. 

On page 4, for example, when the Utah Power & Light Co. under- 
takes to compute the real cost of this project, they throw into the’ 
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balance an estimated loss of taxes in the amount of $33,984,000, which 
presumably represents the anticipated tax realization if this dam or 
a dam of comparable capacity were built by a private utility com- 
pany on which that company would then pay taxes. Before you can 
place and reliance on a figure of that kind, you must necessarily 
counterbalance it with the effect that Federal dams have had over the 
etn in producing power which in turn provides the basis for en- 
arged communities from which local, State and Federal Govern- 
ments have realized very large amounts of tax revenues. 

In other words, to isolate this one cost factor and attempt to figure 
it in with the cost of this project without counterbalancing the wealth- 
producing effect that Federal dams of this kind have had, and in turn 
their effect upon augmenting tax revenues, leads to a very distorted 

icture. 
; Secondly, with reference to chart A, before the committee, the 
power company has undertaken to present the argument that without 
the additional cost of Burns Oreek project integrated with Palisades, 
Palisades would pay out by 1996, if I read the chart correctly, but that 
with the additional cost of the Burns Creek project attached to 
Palisades, the combined project would not pay out until the year 2036. 

Here again I think is an obvious flaw in the argument. The surplus 
factor that is presented and represented by the green triangle is 
represented in such form ‘as to suggest that this is an added limit of 
cost, but we all know that all these projects, whether they are private 
or Government projects, are ultimately paid for by the power con- 
sumer, he who pays for the energy, and as the witness has pointed out, 
98 percent of the cost of this project will ultimately be paid for with 
interest out of power revenues. : 

Before you can add a $48 million or nearly $49 million limit of 
cost and say that it represents added cost to the taxpayer, you have to 
counterbalance that with what savings are going to be effected to the 
consumer of electricity who in fact is paying for the project, and re- 
turning the Federal investment to the sible Treasury. And the 
witness has made no analysis whatever, and to my knowledge the Utah 
Power & Light Co. has presented no analysis whatever, showing the 
differential in the rate to the ultimate consumer between the rates 
being charged by the Utah Power & Light Co. and the rates that 
woul be charged through the integrated operation of these two proj- 
ects. Until you reduce the cost to the ultimate consumer based upon 
the comparison of the two rates and then deduct that from the chart 
that they present, you have no accurate or reliable image of what the 
actual costs of this integrated project are. 

These are just obvious flaws in the analysis presented by the com- 
pany, and I repeat that if this Conarens during the past 50 years had 
taken that kind of cost analysis and used it for the basis of justifica- 
tion of reclamation and power projects, the West certainly would not 
have developed as it has. 

Mr. Chairman, I think iit also ought to be observed that in the very 
area that will be served by this project, of the preference customers 
who have applied for the Burns Creek power, among those customers 
only three are being served by the Utah Power & Light Co.; that 18, 
Fall River, Lost River, and Salmon Valley, and all of the balance are 
being served by the Idaho Power Co.,.and the Idaho Power Co. has 
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not intervened in this matter now or 2 years ago and does not oppose 
the construction of this project, so that even among the private 
utility companies the one having the greatest interest in the matter 
does not oppose the project. Ithink that is noteworthy. 

I would suggest, Mr. Chairman, also that the argument that this is 
not a valid irrigation project does not take into effect the fact that 
this is a reregulating reservoir connected to the Palisades project, 
which was and continues to be a bona fide irrigation project, and that 
all the cost figures supporting the arguments that this project is not 
feasible are based upon an analysis of the project apart from the 
Palisades project, and this is an integrated proposition and must be 
considered in that light. 

I would finally suggest, Mr. Chairman, that in order that this whole 
picture can be brought back into proper perspective, we ought to call 
upon, at a proper time, Mr. Bennett, the Chief, Project Development 
Division, Bureau of Reclamation, who is present and who is ac- 
quainted with the presentation and the analysis made by the company, 
and is in a position to give rebuttal testimony. 

Senator Anperson. I am interested in this figure of $472,000 a year 
as to what might otherwise be paid by private utilities. We had a 
little hassle that you may remember over Hells Canyon. 

Mr. Hunter. That isn’t my figure. That is the Bureau’s figure. 

Senator Anperson. We used it. We had a hearing on bastardy 
one this morning earlier. ‘Do you have any fathership in this 

gure or not ? 

Mr. Hunter. No, sir. I took it out of House Document 147, which 
isthe Bureau’s report. 

Senator ANperson. You took it. You adopted it? 

Mr. Hunter. Yes, sir; I think it is a good figure. 

Senator Anperson. Having adopted it, the Brownlee Dam is fin- 
ished, is it not ? 

Mr. Hunter. Yes, sir. 

Senator Anperson. Did you check and see how much property tax 
Idaho Power pays on the Brownlee Dam as of now? Can you supply 
that for the record? Do you happen to know? 

Mr. Hunter. No, I have no knowledge of the Idaho Power Co’s 
operation. I am with Utah Power & Light Co. 

Senator AnpERson. You want somebody to build a private dam here 
instead of this public dam. If you are going to do this, you want it 
done by a little reregulating dam or something of that nature, and I 
just wondered how these things work out. 

An important part of this is the loss of taxes of nearly $34 million. 
Iam curious whether they are going to pay that much tax even on 
the Brownlee Dam, which is a pretty fair-size dam, or on the Oxbow 
Dam. Would you mind us finding how much they pay there? 

Mr. Hunter. No. That is out of my purview. at is the Idaho 
Power Co’s. 

Senator Anperson. Mr. Dexheimer gave us a report last year about 


this in which he analyzed these same figures that you have brought 
i now and said: 


For your ready information there is attached a copy of the pay out table 
included in the Bureau’s report on Burns Creek. This payout is based upon 
January 1956 construction prices and use of 214 percent interest to amortize 
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costs of Burns Creek allocated to commercial power. It shows payout of com- 
bined power costs in 36 years and payout of all project costs assigned to be 
repaid from power in 45 years. Adjusting this analysis to take into account 
construction costs at January 1957 levels and a 3 percent interest rate for 
amortization of Burns Creek power costs results in the 44 and 53 year periods 
given above. 

How do you account for the discrepancy ? 

Mr. Hunver. I would suspect, although I don’t know where he got 
his figures, that he did not use the latest information put out by the 
Bureau of Reclamation on Palisades which does not pay out as soon 
as the table in the original Burns Creek and House Document 147 
shows. I wouldn’t know unless I saw his report. 

Senator Anperson. Mr. Bennett, would you be willing to take your 
figures and bring them up to date if they are not up to date, or are 
they up to date? 

Mr. Bennett. They are reasonably up to date, Senator. There 
have been some cost changes since we were here 2 years ago. 

Senator Anperson. If we may look at the figures of the Glen Can- 
yon Dam, heavy construction has gone down in costs, has it not? Did 
they not get a far better figure on Glen Canyon than you estimated ? 

Mr. Bennett. Yes, sir; in the dam itself. We increased our cost 
estimate 

Senator Anperson. On generators, yes. 

Mr. Brnnetr. Since we were here approximately 2 years ago. Our 
present estimate is $45,430,000. 

Senator Anperson. On which? 

Mr. Bennett. On Burns Creek. 

Senator Anperson. That is a modern figure. Is that brought up to 
date as far as you can bring it? 

Mr. Bennett. That is January 1959. That is for the Burns Creek 
Dam, $45,430,000. 

oon Anperson. What sort of a payout schedule does that give 
you 

Mr. Bennett. We estimate that will run the combined Palisades 
and Burns Creek power payout to about the year 2003; the irrigation 
assistance of about $914 million is paid out in the year 2011. These 
are approximations without benefit of a new payout study to actually 
reflect the new situation. 

Senator Anpgrson. That is not too far from what he has there, is it? 

Mr. Hunter. I don’t understand the figure of irrigation assistance 
of $9 million. The report I have here has $22 million to be given as- 
sistance by the Palisades project. 

Senator Anperson. We ought to be able to get a little closer to- 
gether than that. 

What do you say about the $22 million figure? 

Mr. Bennett. My recollection was off of our payout table, that we 
used about $914 million. I can recheck that here right now. 

Senator Anprerson. Where did you get the $22 million ? 

Mr. Hunter. That comes from the Bureau of Reclamation’s docu- 
ment “Reclamation Payments.” 

Senator O’Manoney. Give the page for the record. 

Mr. Hunter. It is schedule 4 on a page labeled Roman numeral 
XXVIII in the summary section. 

Senator O’Manoney. What is the title? 
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Mr. Hunter. The title is “Schedule 4, Power Allocation Repay- 
ment,” and it is in the document. 

Fifty-five years reclamation payments and payout schedules, 1902-57, Depart- 
ment of Interior, Bureau of Reclamation. 

Mr. Bennett. I think we are much closer together than I indicated. 

The figure I read was that which was the required aid to irrigation 
exclusive of irrigation power allocation at the start of the repayment 
period. The required assistance as shown in the table which we sub- 
mitted for the hearings last time is about $17,600,000, without consid- 
ering the irrigation power allocation. 

Mr. Hunter. That doesn’t agree with the figures on page 226, which 
are headed: “Required Aid” which I would assume means to be paid 
by power revenues. 

Senator Anprrson. I was going to suggest that maybe we better 
come back to Burns Creek this afternoon a little bit and see if we can 
get our figures together in the meantime, because this is a divergence. 
We have some controversy over the project. I would like to know 
that we are all reading out of the same book. 

Senator O’Manoney. Mr. Chairman, it is very important to have the 
facts straight. I found from long experience that when you can get 
agreement upon facts, it is not difficult to obtain decision. 

Senator Anperson. You remember the distinguished statement by 
Josh Billings. He said it was funny how a man with facts can break 
up an argument. 

Senator O’Manoney. Isn’t it the truth ? 

The letter of Assistant Secretary Aandahl of May 7, 1957, which 
appears in the hearings of May 22, 1957, states that: 


The prime purpose of the Burns Creek development is serenulation of releases 
from Palisades. 


A little further on it is stated that: 


It will, in effect, provide insurance water to be used during such periods of 
extreme drought as occurred during the early 1930’s. It is expected that it will 
be contracted for, and used on the same lands (650,000 irrigated acres along the 
Snake River extending in a strip upstream from Bliss, Idaho) as the Palisades 
irrigation water, In view of this, it seems to us that the requirement of the 
Interior Department Appropriation Act, 1954, respecting land classification and 
soil survey could well be waived and we so recommend. 

It would appear from this statement, and I would like to have the 
attention of Mr. Bennett, of Secretary Aandahl, that so far as irriga- 
tion is concerned, the only lands to be affected are primarily the 650,- 
000 irrigated acres in the Palisades project now. Is that correct? 

Mr. Bennett. That is correct. 

Senator O’Manoney. So that it is primarily a power project? 

Mr. Bennett. That is correct. 

Senator O’Manoney. Do you agree with the statement of the witness 
‘on the 98 percent power ? 

Mr. Bennett. I haven’t computed a percentage, but I can do it very 
quickly. 

‘Senator O’Manoney. That would be one fact, if we could get agree- 
ment upon that. 

Senator Anperson. Can you clear up any of this, Mr. Bennett? 

Mr. Bennetr. Yes. The latest figures which we have on the roe 
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ystem average rate and repayment study shows a total aid ‘to irriga- 
tion of $22,131,000. 

Senator Anperson. I think that is the figure he used. 

Mr. Hunter. Approximately $22,595,000. 

Mr, Bennett. That is the Palisades, and then you take the re- 

uired Burns Creek assistance, which as I recall must be about 
410,000, and added to that you get about $22,230,000 in round 
numbers. . 

Mr. Hunter. It is within a half-million dollars of checking, 

Senator Anperson. What about the payout figures? Do you agree 
with the figures that he has used ? 

Mr. Bennett. I do not agree with the method in which he has 
handled his figures at all from a quick look at this, and I would like 
time to study it more closely. 

Senator Anperson. If you would like time to study it, if the other 
Senators are willing, maybe we should adjourn until 2 o’clock and 
get the statement of the Governor of California on the project in 
which he is interested and then resume the discussion of the Burns 
Creek project at a later time when you have had an opportunity to go 
through the testimony of the Utah Power & Light and comment on 
these figures. 

Mr. Hunrer. Could I get one statement in the record for clari- 
fication ? 

Senator Anperson. Surely. 

Mr. Hunter. This figure of $472,000 a year of lost taxes is a figure 
that came from the Bureau of Reclamation’s report, House Docu- 
ment 147, page 26. 

Senator Anprerson. I understand that it came from there. The 
mere fact that it comes from the Bureau of Reclamation does not per- 
suade me any more than if it came from you that it is essentially cor- 
rect. I want it to be shown where they get it. It is legitimate for you 
to use it. I think it is probably all right. 

Senator O’Manoney. Mr. Chairman, before you recess, may I ask 
this witness what are the plans of the Utah Power & Light Co., if any? 

Senator Anprrson. For developing power ? 

Senator O’Manoney. For developing power. Is this a controversy 
between public power and private power ? 

Do you plan to establish a private powerplant ? 

Mr. Hunter. Yes, sir. e have plans at the present time to have 
in operation by the fall of 1963, if something doesn’t come up and 
postpone it, a 150,000 kilowatt powerplant located some 6 miles west 
of Kemmerer, Wyo., to burn Kemmerer Elko subbituminous coal. We 
have acquired water rights for cooling water. We have purchased 
a plant site. We have spent almost $100,000 there to date drilling for 
foundations, making field investigations. This year we are going to 
let a contract for the construction of a 42,000 acre-foot reservoir 
on Ham’s Fork River to store cooling water to be used at the steam 
plant, and we anticipate and we are planning at this site to ultimately 
have a half-million kilowatts of steam electric generation. 

Senator O’Manoney. Is there a market for this power that you 
are contemplating to produce ? 

Mr. Hunter, We will market it as the load grows. If the market 
doesn’t develop, obviously we cannot afford to put the plant in prior 
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to the need: It will be put in in a regular orderly fashion in ac- 
cordance with the load growth and requirements of the area. _ 

Senator O’Manonry. Is there a growing demand for power in this 
area ? 

Mr. Hunter. Yes, sir. 

Senator O’Manoney. Idaho and Wyoming ? 

Mr. Hunter. Yes, sir; very definitely, Senator. 

Senator O’Manoney. Is there enough power being developed to 
meet the growing demand ? 

Mr. Hunter. There is ample power at the present time to take 
care of present loads. 

Senator O’Manoney. I said the growing demand. 

Mr, Hunter. You can be assured that we will have power there 
to meet the growing demand, Senator. 

Senator O’Manonery. Do you think the growing demand will be 
sufficient to call upon all that private and public power can furnish? 

Mr. Hunter. Not at any one time. If you put one in, it is going 
to _peaepone the other. 

Senator O’Manoney. Well, we have plenty of coal to make steam 
power; have we not? 

Mr. Hunter. Yes, sir; adequate quantities. Utah and Wyoming 
are very adequately blessed with coal supplies. 

Senator O’Manoney. That is right. 

Do we have enough water to provide water power for this grow- 
ing area? 

Mr. Hunter. In my opinion, no, sir. 

Senator O’Manoney. Mr. Chairman, since it is desirable to recess 
at this time, I 

Senator Anperson. I am only doing it because I feel I would like 
to have the Bureau of Reclamation study these figures. They have 
recommended this project. I believe you understand you recom- 
mended it; do you not? 

Mr, Bennert. Yes. 

Senator Anperson. I would like them to have a chance to look 
at what he has reported so they can come back and give us a comment 
on his testimony while he is still here, so that he can have another 
word to say if he cares to do so. 

Before you leave, we have a letter and a statement from the 
American Forestry Association, signed by Kenneth B. Pomeroy, 
Chief Forester, with reference to Senate bill 281, which we will. 
insert in the record at this point. 

(The letter and statement referred to follow :) 

THE AMERICAN FORESTRY ASSOCIATION, 
, Washington, D.C., March 4, 1959. 
Senator CLtinton P. ANDERSON, 
Chairman, Subcommittee on Irrigation and Reclamation Senate Office Building, 
Washington, D.C. 

Dear SENATOR ANDERSON: Senator Murray has advised us that it is not 

planned to receive any new testimony on 8. 281 when hearings are held on March 


16, 1959. However, we would appreciate it greatly if the enclosed statement can 
be filed for the record. 


Very truly yours, 


KENNETH B. PoMeroy, Chief Forester. 
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STATEMENT OF KENNETH B. POMEROY, CHIEF FORESTER, 
THE AMERICAN FORESTRY ASSOCIATION 


Mr. Chairman, I am Kenneth B. Pomeroy representing the American Forestry 
Association. This is a citizens’ organization with a deep interest in wise use 
and efficient management of the Nation’s publicly owner forests. In that con- 
nection we would like to offer a recommendation concerning S. 281. 

Section 3(a) provides: 

“The Secretary is authorized in connection with the Burns Creek development, 

to construct minimum basic public recreational facilities and to arrange for the 
operation and maintenance of the same by an appropriate Federal, State, or 
loeal organization or agency.” 
’ This is essentially the same provision as that in section 6 of the Fryingpan- 
Arkansas project, S. 60 of the previous Congress, and both projects involve 
construction of recreational facilities by the Secretary of the Interior on lands 
being administered by the Secretary of Agriculture. 

The Secretary of Agriculture already is charged with the responsibility for 
multiple-use management, including recreation, on the publicly owned lands 
within the national forests. To separate out a single use, recreation, and put 
it under another Secretary would create needless confusion. 

Therefore, The American Forestry Association recommends that section 3(a) 
of 8S. 281 be amended to retain administration of all uses, including recreation 
and wildlife, on national forest lands adjoining the Burns Creek project in the 
Department of Agriculture. 

Senator AnpDerson. We will recess until 2 o’clock. 


(Thereupon, at 12:15 p.m., the committee recessed. ) 


AFTERNOON SESSION 


Senator Anperson. The subcommittee will be in order. The first 
witness will be Mr. Glaeser. 


STATEMENT OF OSCAR A. GLAESER, DIRECTOR, UTAH-WYOMING 
COAL OPERATORS ASSOCIATION, AND PRESIDENT, UNITED 
STATES FUEL CO., CARBON COUNTY, UTAH 


Mr. Guarser. Mr, Chairman and gentlemen of the subcommittee, 
My name is Oscar A. Glaeser, a director of the Utah-Wyoming Coal 
Operators Association and president of United States Fuel Co., 
whose operations are in Carbon County, Utah. This statement is 
made on behalf of the Utah-Wyoming Coal Operators Association, 
which association consists of seven commercial coal mine operators 
in the State of Utah and two commercial coal mine operators in the 
State of Wyoming, each engaged in the commercial operation of 
mining coal. The coal mined by our association is distributed in 
the States of Washington, Oregon, Idaho, Wyoming, Montana, Utah, 
Nevada, and Nebraska. There are employed in the mining of coal 
by the members of our asociation between approximately 1,500 men, 
which prevails at the present time, and 2,500 at peak seasons. I 
might add that that has not obtained this last winter. It has been 
an extremely warm winter. 

In the year 1957 there was mined and transported by mail approxi- 
mately 3,630,000 tons of coal mined by the members of our association ; 
in 1958 approximately 2,622,000 tons of coal were mined and trans- 
ported by rail. The transportation of coal is an important part of 
railroad transportation business in the States of Idaho, Wyoming, 
and Utah and other States in which the coal is used. It produces for 
the transportation industry $13 million to $15 million annually. 
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The supplies we purchase from the market areas served by our 
member companies and used in mining operations will approxi- 
mate $4 million to $5 million annually. 

The coal industry in the area served by our companies pays ver 
substantial taxes to the Federal, county and State governments. 
might say that in my own company we only employ about 145 miners 
at the present time. We pay approximately $92,000 a year in taxes 
in all forms. One of the most important uses of coal in our local 
area is for the production of electric power by steam generation. 

We have observed the construction of reclamation projects in. the 
West, such as the Colorado River storage project, which include 
the generation of electricity by the use of water power. The Colorado 
project has for its objective the development of the water resources 
of the States involved and incidentally the generation of electric 
energy. Projects of this kind, which have for their principal pur- 
pose the development of water resources, have not been objected to by 
our association. The reason for our position with respect to suc 
projects is that the development of our water resources results directly 
im an increase in the population and business activity, thereby giving 
us a larger market for our product. 

The Utah-Wyoming Coal Operators Association believes that proj- 
ects principally for power, such as Burns Creek, should not be author- 
ized. 

The Burns Creek project does not have as its principal objective the 
development of water resources. According to the Bureau of Recla- 
mation, less than 2 percent of its cost is for irrigation, 98 percent is 


for power. The plan oo oses the construction of a 90,000-kilowatt 
n 


hydroelectric plant. e-half billion kilowatt-hours annually would 
be produced by that plant. The output of such a plant will be equiva- 
lent to 200,000 to 250,000 tons of coal per year. The Burns Creek 
project is designed largely for the development of power and not for 
the development of water resources. 

A good part of the economy of the Utah-Idaho-Wyoming area is 
based upon the mining and distribution of coal. If there is a need for 
90,000 kilowatts of additional electric energy in the area of the Burns 
Creek plant, that energy should be developed by the use of coal, and 
thereby add to the economy of the area. One-half billion kilowatt- 
hours of electric energy is the equivalent of approximately 20,000- 
man shifts working in the mines, which would bring to the people of 
our area engaged in mining more than one-half million dollars 
annually in wages. 

The coal industry is now plagued with part-time employment in 
summertime due to the seasonal use of coal. I might add that the 
commercial mines at the present time are employing their men only 
part time, from 2 to 3 days a week, because of the lack of coal business. 

The use of coal by such industries as the electric power industry 
results in all year around production of coal. Coal can be mined the 
year around and used the year around for the production of. eleec- 
tricity, thereby providing employment for coal miners through the 
season when normally they would be working only 2 or 3 days a week, 
as they are doing at the present time. We sincerely hope that nothing 
will be done to bape de the growth of this market and therefore we 
are against the authorization of the Burns Creek project. 
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I would like to add, Mr. Chairman, that this morning comments 
were made with respect to the growth and industrial development of 
the area tributary to the Burns Creek project by reason of that project. 

The only reason that that development can take place if the project 
has any function at. all is by reason of the production of electric ener- 
gy which will be made available to a growing population. It is my 
contention that the thermal production of electricity will do that jo 
much better than the Burns Creek project. In addition to that, it will 
provide this employment which certainly is sorely needed by western 
miners. I think our western coal miner is getting into the same fix 
that our western lead-zinc miner has gotten into in recent years. 
I am very sympathetic with that because I am a zinc miner, too, . We 
have operations in New Mexico currently shut down by the zine price. 

Thank you very much. 

Senator Anperson. Are there any questions? 

Senator O’Manonery. Why do you say that the thermal, develop- 
ment of electric energy is more advantageous in this area than the 
development of the electric energy by waterpower ? 

Mr, Guagser. It does not depend upon the haphazardness of pre- 
cipitation and snowfall. The coal is there in Wyoming. There are 
plans on ‘foot by a power company to build a powerplant, there are 
plans on foot to mine the coal for that purpose, and the supply is such 
that it is available for many, many years. 

Senator O’Manongey. How mature are those plans? 

Mr. Guaxser. I do not know how mature. However, I understand 
that they are progressing quite rapidly. I am not familiar, however, 
with their maturity. 

Senator O’Manonery. Have you had any conversations with the 
Utah Power & Light Co. ? 

Mr. Guarser. I have talked with Mr. Ed Naughton, president of 
Utah Power & Light, because we were interested in trying to get 
another plant in Carbon County. Unfortunately, the water in the 

articular area that we are interested in is tied up in irrigation, and 
it is not available for the use of the powerplant. Mr. Naughton told 
me that they were going ahead with the plans of the project at an- 
other site. 

Senator O’Manoney. I suppose you have readily on hand statistics 
on the amount of coal that is available in this general area ? 

Mr. Giarser. Not here, Senator. 

Senator O’Manoney. Well, I know they are available. The Bureau 
of Mines has them. 

Mr. Guazser. I believe it is tremendous.’ It runs into years and 
years and years. 

Senator O’Manoneyr. How about statistics on the availability of 
water ? 

Mr. Guaxser. That is available. { 

Senator O’Manoney. You just mentioned the variable weather in 
this area. 

Mr. Guazser. I heard the gentleman this morning comment on the 
availability of water, and the fact that they are going to build a dam 
in order to make water available. 

Senator O’Manoney. Thank you very much. 

Senator Anperson. Are there additional questions? 
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Senator Church. aqgob 

Senator Cuurcu. In the interest of time, Mr. Chairman, I do not 
want to question the witness, but just to complete the statement here 
that, has been made, and to keep it in proper perspective, I would like 
to remind the committee that in its inquiry last year it was developed 
in the course of that testimony that the cost of steampower or thermal 
power, based on the figures furnished by the Bureau of Reclamation 
in the area, was 5.18 mills, as compared to an integrated cost of hydro- 
power of the Burns Creek-Palisades combination of 3.37 mills, a very 
substantial difference to the consumer who purchases the power in 
the area. Wie TT? 

Moreover, it was pointed out that with respect to the rates being 
charged, an equally dramatic difference occurs. In the case of the 
rates that would be charged by the Burns Creek-Palisades projéct, 
they would be as follows: 4.7 mills for firm power; 4.5 mills for irri- 
gation firm power; 3 mills for Federal irrigation; 8 mills for seasonal 
nonfirm power; and 2 mills for dump power. 

This compares with rates being charged for thermal power by the 
Utah Power & Light Co. which begin at 5 mills for interruptible 
power, go to 6 and 7 mills for pumping power, and go to 10 and 11 
mills for other types of power in the area. 

I think that in the interest of balancing this in terms of the public 
interest, we have to consider both the costs and the rates that will 
be charged from the hydrodevelopment as compared to the thermal 
development. 

Let me say, incidentally, in that connection, that I appreciate the 
problem that the mining companies have, both with respect to coal 
and to lead and zinc, and I represent a lead and zinc State that has 
coal potential. I just want to remind the committee that the addi- 
tional power that would be developed at Burns Creek is already 
Sshaceibe:, that it does not cut into the present thermal market 
whatever; and that in the general growing needs of the overall 
community I am sure there will be a proper place for both continued 
hydrodevelopment as well as increased thermal production, 

Mr. Guarser. Mr, Chairman, if I may comment, if the Burns Creek 
project is built, it just can mean 20,000 man-shifts less work for some 
coal miners. Whether it has been subscribed. or has not been sub- 
scribed I do not think makes a particle of difference. If it is built, 
20,000 man-shifts of coal miner time is not going to, be used. There 
isno way of arguing yourself out of that, 

Senator Crurcu. On what.do you base that, sir ? 

Mr. Guarser. Simply because there is an ample supply of coal to 
meet any demand in the area for any electric generation. If you 
develop the Burns Creek project, it just means that that half million 
or half billion kilowatt-hours is going to be produced by the Burns 
Creek project rather than by the mining of a quarter of a million 
tons of coal. ; 

Senator Cuurcu. I. think that in the overall growth of the ar 
you will find additional needs for additional thermal power that wil 
not be robbed by the development of Burns Creek. This committee, 
to my knowledge, has never accepted the principle that hydrodevel- 
opment ought not to be undertaken simply because coal is available 
for thermal production. If we are about to adopt that principle, we 
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depart from 50 years of precedents in the general development of 
the water resources of the West. : 

Mr. Guaxser. Senator, I would suggest that perhaps the Burns 
Creek project might be postponed until such a time that it is impos- 
sible to find coal miners or coal resources. Let us put these coal 
miners back to work. 

Senator Anperson. Thank you very much. 

Mr. Bennett, we were going to have some statements from you with 
reference to the charts. 


STATEMENT OF N. B. BENNETT, JR., BUREAU OF RECLAMATION, 
DEPARTMENT OF THE INTERIOR 


Mr. Bennett. Mr, Chairman, I reviewed over the noon hour the 
testimony presented by Mr. Hunter. If I may jump around and try 
a little bit to cover what I believe to be the essential parts of this 
particular testimony, first off there was a question raised this morning 
as to the Bureau’s cost estimate for a dam below Palisades costing 
$2,128,000. 7 

We did have a dam and 17,000 acre-foot reservoir for reregulation 

urposes which on a very preliminary basis were estimated to cost 
$0 128,000 using 1952 prices. 

We subsequently found, on looking at it a little further, that that 
dam had inadequate spillway capacity. To make that spillway ca- 

acity adequate would raise the cost to $3,600,000 on the same price 

ase. If we took that to January 1957 costs, it would run a little bit 
more than $6 million. The 2 years since then might add another per- 
haps million and maybe not that much. 

o the $9-million figure used by Mr. Hunter this morning I would 
assume is applying to that same type of a structure and is not un- 
reasonable under present-day costs. 

On the other parts of his statement, I was unable, in the short time 
available, to make our figures agree completely with his. However, 
I think the differences are not substantial for purposes of arriving at 
the principles we are looking at. For example, he uses a rounded con- 
struction cost of about $50 million. Our actual figures now are run- 
ning $48,790,000, including an estimate of interest during construction. 

Senator Anprerson. You said you had not had an opportunity to 
go through these very carefully. We, of course, want to make our 
record as complete as possible. Would’ you be willing to spend a 
little more time with this at a later time and furnish us with a supple- 
mental statement if you think it necessary ? 

Mr. Bennetr. I would be willing to, sir. I would doubt if it is 
necessary. I think the main things that the committee need to know 
can be brought out by this discussion. 

Senator Anprrson. I merely wanted to leave the record open in case 
you found something you did want to put into it. 

Mr. Bennett. Thank you. I appreciate that. 

Turning for a moment to page 4 of Mr. Hunter’s statement, I want 
to comment on the little analysis contained there. That analysis, as 
I understand it, which uses $49 million as a loss in Palisades surplus 
I cannot consider as a proper illustration of what happens in this 
‘project. Once again I am not able to check exactly his $49 million. 
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On the basis of Palisades alone in the 72d year, I get $45,263,000 as 
the accumulated surplus, the difference in dollars not being significant 
for this purpose. 

To me, if you wish to show this type of analysis, there should be 
charged at this point the difference between what you would have at 
Palisades without Burns Creek and what you would have at Palisades 
with Burns Creek, the difference being in the order of $1,800,000, not 
$49 million. Ifyou wish to take a loss of Palisades surplus, the loss 
of Palisades surplus with Burns Creek is $1,800,000, in round numbers. 

Senator Cuurcn. Rather than the $49 million ? 

Mr. Bennett. Rather than the $49 million which is used on page 4, 
if I understand what he is trying to show here, and I think I do. 

Senator Cnurcu. Will you explain the big difference between your 
figure and the figure of Mr. Hunter? 

Mr. Bennett. The $49 million is simply a computation of what we 
would call the accumulated surplus at Palisades at the end of the 72d 
year of operation. I can agree substantially with that figure. Not 
exactly, but substantially I agree with that figure. That is the ac- 
eumulated surplus. 

Now, if you add Burns Creek to this system, you do not lose $49 
million of accumulated surplus. You lose $1,800,000 of accumulated 
surplus and that:is all. 

ahs O’Manoney. How do you figure that? 

Mr. Bennett. Because Palisades with Burns Creek, the accumu- 
lated surplus at the end of the 72d year is $43,300,000. So the dif- 
ference between the two, in my judgment, is the way you would handle 
this kind of a computation. 

So far as the tax figure is concerned, the $472,000 comes out of our 
planning report. We compute that on all power projects, what we 
term taxes foregone. It is a computation that we make for benefit- 
cost analysis purposes. 

Senator O’Manoney. Just so that I may get this clear in my own 
mind, what is your estimate of when Palisades will pay out without 
Burns Creek ¢ 

Mr. Bennerr. Without Burns Creek, Palisades power would pay 
out in the year 1971. The irrigation assistance already chargeable 
against Palisades would pay out in the year 1990. 

Senator O’Manoney. And with Burns Creek when will it pay out ? 

Mr. Bennetr. With Burns Creek, the total of the two would pay 
o the power in year 2003, and the irrigation assistance in the year 

11. 

Now, if I may go on, the other place where I depart substantial- 
















































Senator Anperson. Mr. Hunter, where do you get the figures that 
you have ? 

Mr. Hunter. The bottom chart came from page 226 of the booklet 
mtitled, “Firty-five Years Reclamation Repayments and Payout 
Schedules, 1902-1957, Department of the Interior, Bureau of Recla- 
mation.” 

‘As I say, that is on page 226. The lower chart is just a graphic 
Iepresentation of the figures contained on that page. 

Senator ANDERSON. The payout dates are quite a bit different. 
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depart from 50 years of precedents in the general development of 
the water resources of the West. : 
_ Mr. Graxser. Senator, I would suggest that perhaps the Burns 
Creek project might be postponed until such a time that it is impos- 
sible to find coal miners or coal resources. Let us put these coal 
miners back to work. 

Senator Anperson. Thank you very much. 

Mr. Bennett, we were going to have some statements from you with 
reference to the charts. 


STATEMENT OF N. B. BENNETT, JR., BUREAU OF RECLAMATION, 
DEPARTMENT OF THE INTERIOR 


Mr. Bennert. Mr. Chairman, I reviewed over the noon hour the 
testimony presented by Mr. Hunter. If I may jump around and try 
a little bit to cover what I believe to be the essential parts of this 
particular testimony, first off there was a question raised this morning 
as to the Bureau’s cost estimate for a dam below Palisades costing 
$2,128,000. 

We did have a dam and 17,000 acre-foot reservoir for reregulation 

urposes which on a very preliminary basis were estimated to cost 
$0 128,000 using 1952 prices. 


We subsequently found, on looking at it a little further, that that 
dam had inadequate spillway capacity. To make that spillway ca- 
pacity adequate would raise the cost to $3,600,000 on the same price 


ase. If we took that to January 1957 costs, it would run a little bit 
more than $6 million. The 2 years since then might add another per- 
haps million and maybe not that much. 

o the $9-million figure used by Mr. Hunter this morning I would 
assume is applying to that same type of a structure and is not un- 
reasonable under present-day costs. 

On the other parts of his statement, I was unable, in the short time 
available, to make our figures agree completely with his. However, 
I think the differences are not substantial for purposes of arriving at 
the principles we are looking at. For example, he uses a rounded con- 
struction cost of about $50 million. Our actual figures now are run- 
ning $48,790,000, including an estimate of interest during construction. 

Senator Anprerson. You said you had not had an opportunity to 
go through these very carefully. We, of course, want to make our 
record as complete as possible. Would you be willing to spend a 
little more time with this at a later time and furnish us with a supple- 
mental statement if you think it necessary ? 

Mr. Bennett. I would be willing to, sir. I would doubt if it is 
necessary. I think the main things that the committee need to know 
can be brought out by this discussion. 

Senator Anprrson. I merely wanted to leave the record open in case 
you found something you did want to put into it. 

Mr. Bennett. Thank you. I appreciate that. 

Turning for a moment to page 4 of Mr. Hunter’s statement, I want 
to comment on the little analysis contained there. That analysis, as 
I understand it, which uses $49 million as a loss in Palisades surplus 
I cannot consider as a proper illustration of what happens in this 
project. Once again I am not able to check exactly his $49 million. 
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On the basis of Palisades alone in the 72d year, I get $45,263,000 as 
the accumulated surplus, the difference in dollars not being significant 
for this purpose. 

To me, if you wish to show this type of analysis, there should be 
charged at this point the difference between what you would have at 
Palisades without Burns Creek and what you would have at Palisades 
with Burns Creek, the difference being in the order of $1,800,000, not 
$49 million. If:you wish to take a loss of Palisades surplus, the loss 
of Palisades surplus with Burns Creek is $1,800,000, in round numbers. 

Senator Cuurcu. Rather than the $49 million ? 

Mr. Bennett. Rather than the $49 million which is used on page 4, 
if I understand what he is trying to show here, and I think I do. 

Senator Cuurcu. Will you explain the big difference between your 
figure and the figure of Mr. Hunter? 

Mr. Bennett. The $49 million is simply a computation of what we 
would call the accumulated surplus at Palisades at the end of the 72d 
year of operation. I can agree substantially with that figure. Not 
exactly, but substantially I agree with that figure. That is the ac- 
eumulated surplus. 

Now, if you add Burns Creek to this system, you do not lose $49 
million of accumulated surplus. You lose $1,800,000 of accumulated 
surplus and that is all. 

enator O’Manoney. How do you figure that? 

Mr. Bennett. Because Palisades with Burns Creek, the accumu- 
lated surplus at the end of the 72d year is $43,300,000. So the dif- 
ference between the two, in my judgment, is the way you would handle 
this kind of a computation. 

So far as the tax figure is concerned, the $472,000 comes out of our 
planning report. We compute that on all power projects, what we 
term taxes foregone. It is a computation that we make for benefit- 
cost analysis purposes. 

Senator O’Manoney. Just so that I may get this clear in my own 
mind, what is your estimate of when Palisades will pay out without 
Burns Creek ? 

Mr. Bennett. Without Burns Creek, Palisades power would pay 
out in the year 1971. The irrigation assistance already chargeable 
against Palisades would pay out in the year 1990. 

Senator O’Manonry. And with Burns Creek when will it pay out ? 

Mr. Bennett. With Burns Creek, the total of the two would pay 
= the power in year 2003, and the irrigation assistance in the year 

11. 


Now, if I may go on, the other place where I depart substantial- 
y— 

Senator Anperson. Mr. Hunter, where do you get the figures that 
you have? 

Mr. Hunrer. The bottom chart came from page 226 of the booklet 
entitled, “Firty-five Years Reclamation Repayments and Payout 
Schedules, 1902-1957, Department of the Interior, Bureau of Recla- 
mation.” 

As I say, that is on page 226. The lower chart is just a graphic 
representation of the figures contained on that page. = 

Senator Anperson. The payout dates are quite a bit. different. 
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Mr. Heonrer. I am looking at a column here which shows that the 
total cost, including irrigation is paid out by the year 1996. 

Senator Anperson. You used the year 1990? 

Mr: Bennett. Yes. ‘We are 6 years apart. 

Senator Anperson. When you get Burns Creek added in is where 
you are in difficulty: Is that because he gets a different assumption 
of earnings than you get into? 

Mr. Bennetr. No. I will be glad to get into that. That was my 
next point. 

The manner in which he has computed payout or feasibility of the 
combined Pallisades-Burns Creek is‘a new approach so far as the 
Bureau is concerned. It is an po eg we have never used on any 
of our projects, such as Central Valley, or the entire Columbia River 
Basin system, or the Upper Colorado River project, or any other of 
our power projects. 

What he has done is, he has put the two plants together and taken 
all of the revenues, as’we have computed them, talking about net rev- 
enues in this case, and he has assigned these revenues first to the pay- 
out of the interest-bearing investment in Palisades, leaving the in- 
terest-bearing investment in Burns Creek drawing interest, until such 
time as the interest-bearing investment in Palisades is paid out and 
the irrigation assistance is paid out. To perhaps oversimplify this 
for you, let me cite an example. 

Senator Cuurcu. Before you go into that, if I may understand 
what you say, it is that if I were to go to a bank and borrow $5,000 
and I were to repay that principal with interest over a period of 

ears, then before i had repaid the $5,000 a couple of years later 
went in and borrowed another couple of thousand dollars, and had 
an agreement to repay that amount, do you mean that the analysis 
that is being given us here assumes that I would not refinance it as 
a $7,000 loan and pay interest on the loan and retire portions of the 
capital from that point on, that is, treat it as one loan, but they have 
taken the position that you take the $5,000 and before you apply any 
reduction of capital on the second loan you have to pay out the entire 
first loan and all the principal, and bear interest on the $2,000 until 
you get the first loan entirely paid ? 

Mr. Bennett. That is exactly what they have done. That was 
about the example that I wanted to cite. 

Senator Anperson. I find in my own life once in a while I have 
to let one note continue while I borrow some more money. What 
is the difference ? 

Mr. Bennett. The difference is several years in repayment. I think 
what is needed in the example is one little added factor, that durin 
this interval you had received a pay raise so that you could, wit 
your cotsbined past revenue and new revenue, meet a larger obligation. 

Senator AnpErson, Do I understand that your more rapid payout 
is based on the assumption of a higher rate ? 

Mr. Bennerr. No, sir. It is based on the assumption that you 
have more kilowatt hours to sell at the same rate. 

Therefore, your total revenue is larger. They have used those 
figures and they have applied them properly against Palisades. But 
afl “we do in our feasibility study is apply them against the total 
investment: This is exactly what, we are doing in upper Colorado, 


Senator. 
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To make it perhaps more clear, if the law required us on upper 
Colorado, for example, to build Glen Canyon and Flaming Gorge, 
as we are doing, but all revenues initially must go to pay out all the 
costs of Glen Canyon while Flaming Gorge is setting drawing in- 
terest all the time we are paying out Glen Canyon, and then we came 
back and applied all of those revenues to Flaming Gorge, under that 
type of analysis I am quite sure that the upper Colorado would be 
infeasible, simply because'the accumulated interest on Flaming Gorge 
would sink you. That is substantially what is being done here. 

Senator Anperson. I do not follow you at all‘now. You have lost 
me completely. 

Glen Canyon is going to cost $400 million. 

Senator O’Manoney. Mr. Chairman, may I ask a question ? 

Senator ANDERSON. Yes. 

Senator O’ManoneEy. Do I understand you to say that these gen- 
tlemen representing the Utah Power and Light have made their com- 
putation upon the basis that after Burns Creek has been built and 
the combined unit of Palisades and Burns Creek are operating to- 
vether, the earnings of the combined project are being applied to 
io payout of Palisades, neglecting the payout of the additional Burns 

reek ¢ 

Mr. Bennetr. That is my understand of what they have done. 

Senator O’Manoney. Is that your understanding ? 

Mr. Hunter. Yes, sir. That isthe way the chart shows. 

Senator O’Manoney. Is that the way the Bureau does it? 

Mr. Bennett. No, sir. 

Senator O’Manoney. Is there anything you have found to indicate 
that that is the way the Bureau of Reclamation would do it? 

Mr. Honrer. I think perhaps I covered that in my statement, on 
page 5. I said it might be suggested by proponents of Burns Creek 
that under the integrated concept of operations Palisades revenues 
would be used to pay off the cost of Burns Creek power facilities, 
which are interest-bearing, before paying out the irrigation fea- 
tures which, under the Palisades legislation, were to be amortized 
by Palisades revenue. 

If such be the case, it would require 49 years, starting with the 
completion of Burns Creek; to pay off that project, but irrigation 
eosts required to be repaid by Palisades would not be paid off until 
the end of 65 years. 

Mr. Bennert. If I may state here, I believe that is table B of 
your analysis. 

Mr. Hunter. Yes. 

Mr. Bennett. So far as I can see from examining table B, the 
power aspects of Burns Creek are handled in exactly the same way 
m table B as they are in table A, the difference between the two tables 
being that in table A before any of the combined revenues are’ ap- 
plied to repayment of power at Burns Creek, they are applied to 
repayment of the irrigation costs of Palisades. In table B, the rev- 
nues are first used ‘to retire all of Palisades power; are then used to 
retire all of Burns Creek power; and are then used to apply against 
the irrigation assistance of Palisades, the only difference between 
the two tables being the point of time at which you pay off the 
irrigation assistance. Otherwise they are handled the same, in terms 
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of letting the Burns Creek investment ride until Palisades power is 
paid out. Ithink I am correct on that. That is the only difference in 
the two tables, 

Senator Anperson. The fact that the irrigation is interest-free 
makes a great difference, 

Mr. Bennerr. It makes a great deal of difference in your time 
factor when you pay out. If you pay out your irrigation allocation 
of Palisades before - utilize any of those revenues to pay out the 
power allocation of Burns Creek, naturally the time of Burns Creek 
is extended materially. 

Senator Cuurcu. In the computations that you have used all along, 
from the time the bill first came to the attention of this committee, 
have your computations as to payout period been based upon the 
method that the Bureau has used in connection with its other multiple- 
purpose projects ? 

r. Bennett. Yes, sir; they are identical. We have not changed. 
The only thing we have changed in this analysis in the combined 
Palisades-Burns Creek are the costs and what flows out of changing 
the costs. We take all of the dollars allocated to power, Palisades 
and Burns Creek, and put them in one pocket. All revenues go 
against paying out that total investment first, to get rid of the interest- 
bearing investment as rapidly as we can. Then in the remaining time 

ou put all of the revenues on the irrigation assistance. That is 
identical with what we are doing everyplace. 

Senator Anperson. Are there additional questions? 

Senator O’Manonry. I have a further question. 

As I recall in a previous hearing, maybe on this item or maybe on 
another project, the assistant secretary, Mr. Aandahl, in one of his 
communications, said that REA or preference customers, if they 
exceed their contract with the Bureau of Reclamation, would have 
to depend upon other sources of supply for additional power. _ 

Was that the policy announced by Secretary Aandahl in the disposi- 
tion of the power ? 

Mr. Bennett. I would assume so. You must assume along with it 
that there are no other sources of Federal power available. If the 
REA grows, they then must rely upon some other source. 

Senator O’Manonry. Do you remember back in 1950 or 1952 Con- 

ess authorized the construction of a tie-in powerline between the 
Snake River and American Falls? 

Mr. Bennett. Yes. The Palisades reauthorizing legislation, as I 
recall it, did that in a negative way. It said we should not include 
transmission lines except those for tie-in and distribution for project 
purposes or construction purposes. That was about the language, as 
T remember. 

Senator O’Manoney. There was some construction of a tie-in line! 

Mr. Bennetr. Yes. 

Senator O’Manoney. How far did that go? 

Mr. Bennett. That has been built to Goshen. 

Senator O’Manonry. How far is that from American Falls? 

Mr. Bennett. It is quite aways from American Falls. It is about 
50 miles, I believe, from Palisades. It is quite a little ways from 
American Falls. 

Senator O’Manoney. If that had been built, would it have any 
effect upon the Palisades, and on the power supply in this area? 
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Mr. Bennerr. I do not think so, because that power is getti 
down in the area now by wheeling arrangements. So I don’t think 
it would make any difference. 

Senator O’Manoney. I believe that is all I have. 

Senator Anperson. Thank you. 

Mr. Hunter. I would like to clear up the record. I think the 
working or the interpretation of how the cost payout was handled in 
table B of my presentation has not been quite right. 

Senator Anperson. I think I understand it. I do not know that 
I have the right, but I think what it says is that if I have an obliga- 
tion, part of which is interest-free and part of which requires the 
payment of interest, and halfway down the road acquire another 
obligation that requires the payment of interest, I am going to keep 
paying off the interest parts of it and not try to payoff the interest- 
free part of the loan. 

Mr. Hunter. That is exactly what I have done in table B. 

Senator Anperson. You have gone ahead and made them payoff 
the interest-free obligation. 

Mr. Hunter. No, not in table B. Table B shows there is a net 
revenue of $2,314,000. That is applied first against the total interest- 
ne cost, Burns Creek as well as Palisades, and that is completely 
paid off before we start paying off the interest-free allocation. Even 
though it takes 65 years to pay off the irrigation. 

Senator Anperson. Are there other comments or questions? 

I think I would like to have Mr. Bennett study this last statement 
you have just made and give us any comments he may have on it. 

Mr. Bennett. I can do it without studying. 

Senator O’Manoney. May I ask both witnesses to look at the two 
charts. Look at chart A first. The blue squared crossing area shows 
that the irrigation on Palisades only would be paid out just about 
1996. Do you agree on that ? 

Mr. Bennett. Well, approximately. Our figure is 1990. I will 
have to admit, Senator, I see now what material Mr. Hunter has used. 
He has used a payout study that was published in a document. Sub- 
sequent to the publishing of that document, the Solicitor ruled that 
the payout study for Palisades contained therein was illegal, so we 
had to abandon it. It was wrong in its method of allocations. So 
you will get different numbers when you depart from that—it is hard 
to say an illegal item, but that in effect is what the Solicitor told us. 
That was not Mr. Hunter’s fault. He was not aware of that. We 
discovered that ourselves only about 2 weeks ago. So that accounts 
for some of the differences on this particular chart. 

Senator O’Manoney. Will you look at table B, then, the chart B. 
There it appears that irrigation payout is computed at 49 years, 
running to 2006. That is if Palisades and Burns Creek are integrated. 

Mr. Bennett. I assume that chart B up there is the plotting of the 
results of table B. 

Mr. Hunter. No. Let me clarify that. Table A, as indicated in 
the record, goes with part B of the chart. Table B in the record 

with the 65-year payout of irrigation features with the interest- 
ring features paid off first. Table B is not shown on the chart. 

As an alternate, if that is suggested, it would take 65 years to pay 
off the irrigation, which is in contrast to reclamation law. 
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Senator O’Manoney. Mr. Chairman, I)think it might be advan- 
tageous for the committee, if Mr. Bennett and Mr. Hunter would take 
these charts together in the absence of the committee and see if they 
can agree upon a chart that does represent the payout. 

Senator Anperson. I think that would be a fine thing. 

Mr. Hunter. We would be pleased to do that. 

Mr. Bennerr. I think we can certainly agree on a chart that rep- 

resents his study and a chart that represents our study. 
. Senator Anperson. That is the story of the truth, the whole truth, 
and then the truth, the whole truth, and nothing but the truth, so help 
you God. Let us get a table that we can all somewhat subscribe to, 
even if it does not prove a particular thesis. Will you be here an: 
other day ? 

Mr. Hunrer. Yes, sir. 

Senator Anperson. See if you, Mr. Bennett and his group, can give 
us a chart as Senator O’Mahoney suggested, which you can agree 
pretty accurately represents these figures. You said 1996. He said 
about 1990. If that is true, and you have used an improper table, 
you can both probably agree on 1990. 

Mr. Bennetr. But that goes only to table A. 

Senator Anperson. Yes. Then let us see if we can get to table B 
that is illustrated and see if we can have a joint statement in which 
you can both participate, or separate statements if you cannot, but 
at least giving a chart that seems to represent what takes place. 

Mr. Bennett. At least we can give you a chart, perhaps, with an 
overlay that shows the difference between our approaches, if you 
want to do that. 

Senator Anverson. Fine. 

Senator O’Manoney. I would like to ask Mr. Hunter another ques- 
tion. You heard the testimony of Mr. Glaeser ? 

Mr. Hunter. Yes, sir. 

Senator O’Manoney. You heard me ask him about his conversa- 
tions with Utah Power & Light with respect to the installation of a 
thermal plant ? 

Mr. Hunter. Yes, sir. 

Senator O’Manoney. You heard his answer, which was rather 
uncertain ¢ 

Mr. Hunter. Yes, sir. 

Senator O’Manoney. What assurance can you give that Utah 
Power & Light does intend to build a thermal plant ? 

Mr. Hunter. We have contracted for 35 million tons of coal. That 
contract specifies that we must start construction at a specified date 
in 1961. We have acquired water rights, we have acquired the land, 
4,000 acres of land. We are going to let the contract for the con- 

struction of the dam to provide cooling water for the unit. 

Senator O’Manoney. Does this contract for the purchase of coal 
contain a cancellation feature? 

Mr. Hunter. I don’t recall. I don’t believe it does. : 

Senator O’Manoney. Then you have made this contract and it will 
not be interrupted or negated if the Burns Creek plant is built? 
Mr. Hunter. It will be postponed. ; 

Senator O’Maunoney. Then you have a postponement provision! 
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Senator Cuurcu. Is there a provision in the contract that postpones 
it? 

Mr. Hunter. No, sir. 

Senator Cuurcu. By what authority do you say it can be 
postponed ? 

Mr. Hunter. We have had one postponement and if something else 
came up to require further postponement, that would be up to the 
other party. We have nothing in the contract to permit us to do that. 
It cannot be continued beyond its present date without mutual con- 
sent. We are obligated to start construction by 1961. 

Senator O’Manoney. So you want to let these coal producers know 
in Wyoming and Utah that there 4s a definite commitment to use coal 
to produce thermal power ? 

Mr. Hunter. That is right. 

Senator O’Manoney. Do you use any public power now ? 

Mr. Hunrer. In order to help the feasibility of the Palisades 
project, we agreed to buy dump power that otherwise would have 
no market, and we are buying that from the Bureau of Reclamation 
at the present time. 

Senator O’Manonry. You are using it, of course? 

Mr. Hunrer. Yes. 

Senator O’Manoney. You are selling this dump power? 

Mr. Hunter. It comes into our interconnected system. What. it 
actually does is backs off fuel-burning plants and to that extent we 
have hurt coal already. 

Senator O’Manonry. At what rate do you sell it? You make a 
profit on the dump power ? 

Mr. Hunter. We are in the electric business to make a profit. 
We, among other things, sell at a rate which includes a return on 
our money, taxes to the Federal Government, which we in effect collect 
from our customers, because we have to pay it. We pay ad valorem 
taxes. We pay our stockholders a reasonable return on their money. 

Senator O’Manonry. In the quantity of public power which you 
buy. you displace thermal power: do you ? 

r. Hunter. Yes, sir. We back off so much coal, for every kilo- 
watt hour of dump hydro we buy from Palisades we buy less coal 
from the coal people. 

Senator O’Manoney. Then it is a demonstrable fact, is it, that the 
waterpower which is used displaces coal, as Mr. Glaeser said ? 

Mr. Hunter. Yes, sir. There is absolutely no doubt about it. 

Senator O’Manonry. Do you have anything more to say, Mr. 
Bennett ? 

Mr. Bennett. Not a thing, sir. 

Senator O’Manonry. Mr. Hunter? 

Mr. Hunter. No, sir. 

Senator O’Manonry. Will you be good enough to make sure, 
after your conference with Mr. Bennett, and you, Mr. Bennett, after 
your conference with Mr. Hunter, that you have gotten this material 
m as understandable shape as possible for the members of the 
committee ? 

Mr. Bennetr. We will try. We realize the difficulty of explain- 


ing nay of these technical aspects to the committee, but we will do 
our best. : 
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Senator O’Manoney. If there is no other witness to be heard, the 
committee will stand in recess, subject to the call of the Chair. 

(The chairman subsequently ordered the following supplementary 
statements and letters printed at this point in the record :) 


SUPPLEMENTARY STATEMENT OF HON. FRANK CHURCH 


The call for the hearing on the Burns Creek bill, S. 281, on March 16, specified 
that it would be confined to new material, in view of the fact that an identical 
bill had been reported favorably by the subcommittee and the full committee, and 
passed by the Senate in 1957. 

Consequently, proponents of the project did not journey from Idaho, where 
support for the project is virtually unanimous. The Utah Power & Light Co. on 
the other hand, appeared with a revised version of the previously discredited 
argument that the project was not feasible, and the new argument that Burns 
Creek would interfere with coal mining in Utah and Wyoming. 

Accordingly, I request permission, Mr. Chairman, to submit this supplementary 
statement in the nature of a rebuttal on behalf of the people of Idaho who have 
struggled so long and so hard for this important bill. 


EFFECT ON COAL MINING 


The new argument that Burns Creek would adversely affect the coal industry 
and contribute to unemployment of coal miner, ought first to be refuted. 
What are the facts? Let me outline them: 


I. Rural Electric Co-ops and other preference customers not now in the service 
area of Utah Power & Light Co., or not now being served by it, will absorb 
all the additional firm power marketable as a result of construction of Burns 
Creek reregulating structure 


(a) “The Federal Power Commission commented on Burns Creek project: 
‘The rate of load growth in the area is such that the output of the project could 
be utilized as soon as it is completed.’” (S. Rept. 861, 85th Cong., p. 5). 

(b) “We have on file requests from the preference customers in the Burley 
area, 15 of them all told, and they indicated that they would need about 50,000 
kilowatts by 1963. Then in addition to that, we have other requests from about 
four entities, including the municipality of Idaho Falls, in the vicinity of Palis- 
ades, and those combined requests have brought that total up to about 96,000 
kilowatts, which appears to be far in excess of what we will have available. 

“We have an analysis by the Federal Power Commission which indicates that 
before the dam is built, if and when it is built, there would be a requirement for 
the entire output.” (Testimony of Harold Nelson, regional director, Bureau 
of Reclamation, Subcommittee hearings, May 22, 1957, p. 28.) 

(c) Only the preference customers referred to in the above quotation from 
the vicinity of Palisades are in the service area claimed by the Utah Power & 
Light Co. Not one of these is presently buying any power from the Utah Power 
& Light Co., according to information recently furnished to me by the Secretary 
of the Snake River Power Association. (For the list of the customers, see the 
1957 subcommittee hearings on Burns Creek, pp. 52-53.) 

In addition to the fact that Burns Creek will not infringe on any of the Utah 
company’s present customers, it must be remembered that the Bureau of Recla- 
mation does not market power at retail. The preference principle in the law 
requires the co-ops supplied by the Bureau to develop and expand the use of 
electricity in the areas they serve. 

Burns Creek will make available additional power for irrigation pumping 
which cannot be supplied from thermal sources because thermal power costs 
more to produce than such users can afford to pay. On the other hand, the 
seasonal hydro production, coincident with the releases of water for irrigation, 
can be supplied at a rate which justifies this use. This does not compete with 
the company’s thermal generation. 


II. Burns Creek Dam will not restrict the further development of thermal get 
eration in the area 
(a) The company’s contracts at Kemmerer—The Utah company does not 


deny that the area’s potential leaves plenty of room for the development of all 
forms of power generation, thermal as well as hydro. 
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This is the clear purport of the company’s testimony about its plans to build 
a coal-burning plant at Kemmerer, Wyo. These plans, it is testified, are not 
conditioned on the building or nonbuilding of Burns Creek (transcript pp. 80- 
82). They would not contract to build this thermal plant without a developing 
market for the power. Their contract to buy coal isn’t conditional, either 
(transcript, p. 80). These fixed obligations were incurred, without reference 
to whether or not Burns Creek would be built. It follows that Burns Creek Dam 
will constitute no real impediment to the further development of thermal 
generation in the area of Utah, Idaho, and Wyoming, served by the Utah Power 
& Light Co. 

(b) The company’s concern for coal as a fuel—The company’s concern for 
coal, however, may be less sincere than was suggested at the hearing. It is my 
understanding that the company already is a substantial user of coal-displacing 
fuels such as oil, natural gas, and pitch, and that many of its boilers are being 
made capable of being fired by these fuels interchangeably. 

Similarly, the company acquires large blocks of hydro energy by purchase or 
exchange, both from the Government and from other private utilities. For ex- 
ample, in the calendar year 1958, from the Palisades Dam (which went fully 
on the line only in April of that year), the Utah Power & Light Co. bought 
106,642,917 kilowatt-hours of dump power at 2 mills per kilowatt-hour, and 
87,486,085 kilowatt-hours of other secondary at 3 mills per kilowatt-hour, pay- 
ing a total of $335,744 to the Bureau of Reclamation. This hydro energy dis- 
placed an equivalent amount of fuel consumption, by the company’s own testi- 
mony (transcript, p. 81). The 2 and 8 mills paid for this hydropower com- 
pares with a cost of producing power for thermal sources of over 5 mills (S. 
Rept. 861, p. 5). 

(c) Thermal firms cheaper hydro.—All of this merely illustrates that thermal 
generation has a very important function to play. The company has used thermal 
to firm up this cheaper hdyro power. Steam generation adjusts for and manages 
the fluctuation necessarily resulting when nature’s vagaries are involved. 

This function of steam will not be eliminated by the construction of Burns 
Creek. It will, rather, be augmented by the orderly development of the hydro 
capabilities of our West, as I will now point out. 


Ill. Thermal power is not a substitute for additional hydroelectric power 


The situation of the irrigation pumpers, who can’t afford steam generated 
electric power, but can afford the hydroelectric power which is produced when 
the reservoirs are being released to fill the irrigation canals, demonstrates the tie- 
in between power development and reclamation which is the keystone of the 
development of the arid mountain West. 

But this is only part of the story. It is well known that the Northwest, and 
the country at large, is approaching the end of its hydroelectric capability. Our 
fast-growing population, and the relatively faster-growing use of electricity, 
portends that by 1980, even in the bountiful hydro area of the Northwest, a sub- 
etal percentage of electric requirements will have to be met with consumable 
uels. 

In areas like ours, these fuels furnish their highest contribution in their 
ability to level out the fluctuations in energy generation which depends on river- 
flow, and is subordinate to irrigation requirements. Fuels cannot replace the 
river, but they can supplement it. Taken with the river, these fuels are put 
to their most efficient use. 

The distressed situation of the mineworkers in Utah and Wyoming, like that 
of their fellow workers in West Virginia and Pennsylvania, has become chronic. 
Oil and gas and pitch accounted for 70 percent of the Utah Power & Light Co.’s 
fuel bill in 1957 (annual report to FPC). But the answer to this distress is not 
to be found in the stifling of the economic growth of the area, or perpetuating a 
straitjacket of high rates. The answer is found in full development, made pos- 
sible by cheap power rates. With this will come the use of more coal, not only for 
electric generation but for the furnaces and foundries of a bustling economy. 

The company officials know, of course, that coal is not a satisfactory substitute 
for hydropower where it is available, for this is the principle behind their pur- 
chases of dump hydropower from Palisades, which they resell at two, three, or 
four times its cost. They follow the principle within their own system, where 
they integrate. their own hydro facilities with their thermal facilities for the 
most economical combined production. 
| Private utilities follow the same principle on an interutility basis in the North- 
west Power Pool, of which the Utah Power & Light Co. is a member. ; 
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This is the principle which causes the Utah Power & Light Co., to contract with 
Idaho Power Co. for the purchase from Idaho Power Co. of 200 megawatts of 
firm hydro energy per year from 1961 to 1963. (See Utah Power & Light Co.- 
Idaho Power Co. contracts of August 9, 1956, and January 23, 1958, on file with 
Federal Power Commission. ) 

To burn coal, oil, or gas while water is falling unchecked toward the sea, is a 
wasting of assets. Coal is and will be required, and in increasing amounts, but 
to say that primary reliance should be on coal while cheaper hydropower is avail- 
able, is not only shortsighted and wasteful, but contrary to the management 
principles the utility itself follows. It is contrary also to the practices of this 
committee in the development of the rivers of the West, over the past half 
century. 

ECONOMIC FEASIBILITY OF BURNS CREEK 


The second major argument adduced by the power company is that Burns Creek 
project is uneconomical. 


I, Feasibility has been determined on customary basis 


The answer to this argument was adequately made at the hearing. The Bureau 
of Reclamation, in recommending this project, followed the framework of en- 
gineering and cost data analysis which it has customarily followed for all its 
projects. This analysis shows that it is sound to consider Burns Creek as an 
integral unit of Palisades, financially, economically, and hydraulically. However, 
the Bureau has also shown that Burns Creek would pay for itself as an independ- 
ent unit at a rate structure still competitive to that of the objecting company. 


II. Burns Greek would pay out as an independent unit with a rate structure 
competitive to steam 

“Nonetheless, to separate Burns Creek costs and the added production shows a 
rate of 5.27 mills per kilowatt-hour would be required to return Burns Creek costs 
in 50 years, assigning only the increased power produced to Burns Creek. The 
estimated cost of power generated in steam plants delivered from Salt Lake 
City (assuming public financing for comparative purposes) is estimated to be 
5.48 mills. Thus it can be seen that Burns Creek energy is still cheaper than 
steam. In other words, assigning a Burns Creek rate to the Burns Creek plant 
would result in a rate 37 percent higher than the interim Palisades rate struc- 
ture.” [Hmphasis added.] (S. Rept. 861, p. 5.) 


IIT. Burns Creek is part of Palisades and both should be considered as integrated 
unit 
Regional Director Nelson explained the philosophy on this matter very well 
in a speech he made at Idaho Falls, Idaho, July 17, 1957: 


“Systemwide versus single plant rates 


“The validity of lumping Burns Creek costs and revenues with those from 
Palisades has been questioned. I wish to point out that this practice is followed 
by the utilities themselves and is standard practice in all the power systems 
of the country, including Bonneville. The rate structure is not based on the 
highest nor the lowest cost plant, but an average rate structure is set to return 
the system investment and operating costs. For instance, the relatively low 
cost Bonneville and Grand Coulee plants on the Bonneville system average 
down the rate required to pay out plants like Hungry Horse, McNary, and The 
Dalles. This approach is valid so long as the highest cost unit is economically 
sound standing alone. In the case of hydro system, this means that cost of 
power from the last added hydroplant must be less than the cost of power 
from the cheapest alternative source (in this case a fuel-fired steamplant).” 

Reclamation Commissioner W. A. Dexheimer, in his letter of June 13, 1957, to 
the committee, said: 

“Under the integrated proposal, the power rates used in the Bureau’s study 
are adequate to repay the combined Palisades and Burns Creek power alloca- 
tion at 1957 price levels in 44 years with 3 percent interest and to repay all 
costs assigned to power in 53 years. For your ready information there is at- 
tached a copy of the payout table included in the Bureau’s report on Burns 
Creek. This payout is based upon January 1956 construction prices and use 
of 2% percent interest to amortize costs of Burns Creek allocated to commercial 
power. It shows payout of combined power costs in 36 years and payout of all 
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project costs assigned to be repaid from power in 45 years. Adjusting this 
analysis to take into account construction costs at January 1957 levels and a 
$-percent interest rate for amortization of Burns Creek power costs results in 
the 44- and 53-year periods given above.” (S. Rept. 861, p. 11.) 


CONCLUSION 


Mr. Chairman, as I have shown above, the arguments of the Utah Power & 
Light Co. cannot withstand critical analysis. What we have in this case, as 
we have had before, is a cleverly planted scare. This time the scare is that 
Burns Dam will be a hazard to the coal miners of Utah and Wyoming. It is 
not so. 

Burns Creek Dam is a worthy project that serves the public interest. It will 
make full use of the Palisades Reservoir, the whole potential of which is not 
now being realized. It will more than double the firm power capability of the 
stored water, and thus meet the developing needs of the local co-ops and the 
irrigation pumpers, at rates they can afford to pay. Moreover, the public in- 
vestment will be fully repaid, with interest, from the sale of power, within the 
normal payout period. 

This is not the first time that a private utility has undertaken to retard the 
growth of Idaho, or to obstruct the development of projects best designed to 
serve the people. My State has been victimized in this way in the past. I earn- 
estly hope that the Burns Creek Dam won’t also be scuttled, and another con- 
quest made by private interests over the public interest. 


ADDITIONAL STATEMENT BY BUREAU OF RECLAMATION 


Subsequent to recess, further consideration of the differences between our 
studies and the analysis made by Utah Power & Light Co., as suggested by 
Senator Anderson, led us to the conclusion that it would be highly desirable to 
update our analysis recognizing the new costs and any changes resulting from 
additional experience obtained from operation of Palisades project. This has 
been done and a copy of this new payout study has been furnished Utah Power 
& Light Co. This study should provide a common ground for further analysis 
of the Burns Creek project. 

Results of this updated payout analysis indicate that the power allocation 
of Burns Creek and Palisades combined would be repaid by year 2005 rather than 
2008 and the irrigation assistance would be repaid in the 2015 rather than 2011. 
Payout is achieved within 50 years after Burns Creek becomes operational. 


UTAH Power & LIGHT Co., 
Salt Lake City, Utah, April 3, 1959. 
Senator CLINTON P. ANDERSON, 
Renate Office Building, Washington, D.C. 


Deak SENATOR ANDERSON: On March 16, 1959, at the hearing before the Sub- 
committee on Irrigation and Reclamation, concerning the Burns Creek project 
(§, 281), Utah Power & Light Co., was represented by the undersigned, EB. A. 
Hunter, and Mr. C. L. Ovard. 

During such hearing it appeared that the data used by the Bureau of Reclama- 
tion to compute the payout period of Palisades and the period of Palisades and 
Burns Creek combined was at variance with the data used by Utah Power & 
Light Co. As a result, you and Senator O’Mahoney instructed the writer and 
Mr. N. B. Bennett, Jr., of the Bureau of Reclamation, to have a conference and 
try to arrive at a set of data which would be compatible. In accordance there- 
with Mr. Ovard and I met with Mr. N. B. Bennett, Jr., and other members of 
oe eerean of Reclamation staff in Mr. Bennett’s office in Washington on 

arch 17. 

As brought out in the hearing, Utah Power & Light Co., used the cost alloca- 
tion and payout study for Palisades which was contained on page 226 of the book 
“Reclamation Repayments and Payout Schedules, 1902-1957,” Department of 
the Interior, Bureau of Reclamation—a 350-page booklet printed in 1959 and 
offered for sale to the public by the Superintendent of Documents. The alloca- 
tions and payout schedules in this book were purported to be up to date as of 
June 30, 1957, and to conform with reclamation law. Mr. Bennett testified at 
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the Burns Creek hearing that the Solicitor had ruled such payout table illegal 
(p. 77 of the transcript of testimony). As a result of the ruling of the Solicitor, 
the amount of interest-bearing power costs to be repaid by Palisades power 
revenues were reduced from $18,648,546 to $12,851,462, the $5,797,084 reduction 
in power costs being allocated to the nonreimbursible category. As a con- 
sequence, the payout period was reduced from 39 to 33 years. Basically this is 
the principal difference between data used by us and data used by the Bureau 
to compute the payout schedules. 

The current figures on the Palisades project costs and the payout were sup- 
plied us at the March 17 conference by Mr. Bennett in a tabulation dated Septem- 
ber 24, 1958. This table has been used by the company in plotting the payout 
schedule for Palisades alone (refer to chart A and table A’ attached). 

At the same meeting we also discussed another tabulation dated June 13, 1958, 
prepared by the Bureau, showing the combined Palisades and Burns Creek 
project payout. A cursory examination of this table revealed an obvious error 
in the operation and maintenance costs of the combined projects, such combined 
costs being less than what was purported to be the correct figure for Palisades 
alone. Consequently, Mr. Bennett agreed to make a further investigation of 
the matter and to supply correct figures. Subsequently such corrected informa- 
tion, in a completely new payout table for the combined Palisades-Burns Creek 
project operation, was supplied by Mr. Dexheimer of the Bureau of Reclamation 
in a table dated March 20, 1959, attached to a letter dated March 24, 1959. We 
have used this payout schedule with one minor exception—we have escalated 
the Burns Creek operation and maintenance costs from 1956 price levels (used 
by the Bureau) to 1959 price levels, This modification by us has the effect of 
postponing the combined payout by about 1 year. Our revised payout studies, 
which are attached hereto, now agree in all substantial respects with the payout 
studies of the Bureau of Reclamation. 

Our studies (and the Bureau’s), we believe, still support our position that 
Burns Creek is a poorly conceived, unnecessary and extravagant project, not 
in the best interests of either the taxpayers of the region or the taxpayers of 
the Nation. Referring to chart A and table A, which represent the payout of 
Palisades alone, you will note that power revenues from Palisades are adequate 
to pay off the interest-bearing power costs in 14 years, the non-interest-bearing 
irrigation. power allocation by the end of 21 years, and the irrigation features 
requiring aid from power revenues at the end of 33 years. Upon the completion 
of total payout of all reimbursable costs at the end of 33 years, a surplus of 
$1,147,800 would be available annually to aid worthy irrigation projects if Con- 
gress so directed, and at the end of 59 years from the start of Palisades, such 
surplus would amount to $30,341,964. 

If the Burns Creek project is constructed and integrated with the Palisades 
project, the combined Palisades-Burns Creek commercial power allocation will 
be repaid in 49 years and the non-interest-bearing power allocation in 53 years 
(refer to chart B and table B’?). It should be noted that the first payments 
on the combined Palisades-Burns Creek irrigation costs will not commence 
until the Palisades irrigation power costs are paid off, or 53 years from the start 
of Palisades, and furthermore, such payments would not be completed until the 
end of 59 years (compares to 65 years in writer’s previous statement). It would 
appear that this extended payout period is 9 years beyond the statutory 50-year 
period and is, we believe, in direct conflict with Public Law No. 864 which auth- 
orized the Palisades project. 


1 Table A filed with the committee. 
2 Table B filed with the committee. 
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Furthermore,-in the 59th year when the integrated. Palisades-Burns Creek 
project has just finished repaying all reimbursable costs, Palisades Project with- 
out Burns Creek would have contributed a total surplus in excess of $30 million. 
We believe this $30 million is only a partial measure of the extent to which the 
Burns Creek project will be detrimental to reclamation. Certainly, if Burns 
Oreek were approved, this $30 million would be used to pay off the Burns Creek 
project, thereby making this amount unavailable for true reclamation projects. 

If the Palisades project be paid off first with only those Palisades revenues 
required to make up the Burns Creek interest deficiency being applied to the 
Burns Creek project, then it would require 67 years of combined operations to 
pay off the Burns Creek project. This compares with 72 years in prior tables, 
the reduction in time resulting from the modification by the Bureau of the 
Palisades payout schedule. By the time the Burns Creek project would have been 
paid off (and no surplus contributed), Palisades alone would have contributed 
a surplus of about $48 million. We still maintain that there is complete justifi- 
cation in approaching the economics in this manner. Any other approach is, 
we believe, mere economic subterfuge. If the interest-bearing Burns Creek costs 
are paid off first, the time when payments are made against the non-interest- 
bearing costs of Palisades is deferred, thereby diverting funds that would other- 
wise go to the Treasury of the United States. 

Since receiving the revised data on the Burns Creek project from the Bureau 
of Reclamation, we have recalculated the economic justification as shown on 
page 25 of House Document 147. Based upon the revised data, the benefit cost 
ratio is 1.06 to 1.00 which, to say the least, exceeds the 1 to 1 ratio by only a very 
marginal amount. It would require but a very small escalation in construction 
costs to make the benefit cost ratio less than 1 to 1. Derivation of this ratio 
is as follows : 


National annual benefits 


Irrigation benefit 
Power benefit 
Recreation benefit 


Annual equivalent cost 


Annual equivalent cost of net Federal investment including interest 
during construction at 1959 price level 

Annual operation and maintenance 

Annual replacement 

Taxes foregone 


$2,886,000 
$2,717,500 


We wonder what effect these revised figures would have on the approval of the 
Project by the Budget Bureau, as obviously the Budget Bureau would now have 
anew set of facts. 

We trust the information submitted herewith satisfies your request in all 
Tespects. Should additional data be desired, please advise and we shall be 
Pleased to provide such information. 

Sincerely, 


=1.06 to 1.00 


E. A. Hunter, Administrative Assistant. 
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U.S. DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Washington, D.C., April 16, 1959. 
Hon. CLINTON P. ANDERSON, 
U.S. Senate, Washington, D.C. 


Deak SENATOR ANDERSON: On April 6 we received a copy of a letter from Mr. 
E. A. Hunter, Utah Power & Light Co., to you dated April 3, 1959. This letter 
resulted from your request that the Utah Power & Light Co. and the Bureau of 
Reclamation have a conference and attempt to arrive at comparable data. We 
agreed with Mr. Hunter insofar as his statements are concerned that payout 
studies now agree in all substantial respects. Charts A and B, attached to his 
letter, substantially depict the payout of Palisades and Palisades and Burns 
Creek combined as now envisioned. The two studies do not agree exactly be- 
cause the operation and maintenance expenses used in the power company’s 
study were slightly escalated over those used in our analysis, but the differences 
are quite minor. 

We cannot agree, however, with some of the other comments which are con- 
tained in Mr. Hunter’s letter. 

Reference is made to the first paragraph on page 2 wherein Mr. Hunter indi- 
cates that there was an “obvious error” in the operation and maintenance costs 
used in the combined Palisades and Burns Creek payout study from which the 
Bureau testified. As pointed out to Mr. Hunter in subsequent correspondence, 
copy attached, this was not an error. This particular study was prepared last 
year based on the amortization of the Burns Creek power allocation at 3 percent 
so that a comparison could be made with an earlier study which was based on 
2% percent interest. In order that the study be made comparable and the 
effect of a change in interest rate could be clearly seen, all other data was held 
essentially the same as the data used in the previous study. The fact that opera- 
tion and maintenance estimates had risen since the previous study was delib- 
erately not recognized because the main purpose of the study was to determine 
only the effect of a change in interest rate. 

We cannot agree with the last sentence of the third paragraph on page 2 which 
states “It would appear that this extended payout period is 9 years beyond the 
statutory 50-year period and is, we believe, in direct conflict with Public Law 
No. 864 which authorized the Palisades project.” There is no statutory require- 
ment such as referred to by Mr. Hunter. 

In regard to the first full paragraph on page 3, we cannot agree that repayment 
of all Palisades costs prior to the amortization of Burns Creek costs represents 
financial integration, nor do we believe it in accord with sound business princi- 
ples. In an operationally and financially integrated project, it does not make 
sense to us to repay non-interest-bearing obligations prior to the amortization 
of interest-bearing investments. 

We would like to correct one further impression indicated in Mr. Hunter’s 
letter. The benefit-cost analysis presented therein is not comparable to the 
benefit-cost analysis.used by the Bureau of Reclamation nor is it comparable to 
the ratio referred to on page 25 of House Document 147. First, Mr. Hunter’s 
analysis is predicated upon a 3-percent, 50-year period of analysis. As you 
know, the criteria used by the Bureau of Reclamation for benefit-cost analysis 
is 100 years and 214 percent. Normally, we also include a 50-year analysis, as 
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we did in the Burns Creek report, to satisfy the requirements of Budget Circular 
A-47. However, in the 50-year analysis we use the interest rate certified in ac- 
cordance with A-47, and that rate is 24% percent. Secondly, Utah Power & 
Light has indexed up the operation and maintenance costs to current levels. In 
any reanalysis we would do likewise, but at the same time we would take an- 
other look at the benefits. Power benefits, as you also know, are based upon the 
alternative cost of power. Accordingly, if we are to update project costs, we 
would also update alternative costs which, in turn, would undoubtedly increase 
power benefits. 

In summary, we believe the power company’s benefit-cost ratio of 1.06 to 1.00 
is misleading because it is not comparable to Bureau procedure and, secondly, 
only part of the data have been updated. Based on our procedure (100 years 
and 21% percent interest), the benefit-cost ratio would be 1.34 to 1.00 without up- 
dating of the power benefit, For a 50-year period and 214 percent interest, the 
ratio would be 1.14 to 1.00, also without revised power benefits. Revision of the 
power benefits would undoubtedly increase these ratios to the point where they 
would be essentially the same as reported in House Document 147, namely, 1.27 
to 1.00, and 1.48 to 1.00. 

Sincerely yours, 


W. A. DEXHEIMER, Commissioner. 


(Whereupon, at 5:55 p.m., the subcommittee recessed, to reconvene 
subject to the call of the Chair.) 
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MONDAY, MAY 11, 1959 
US. Senate, 


SvBCOMMITTEE ON IRRIGATION AND RECLAMATION OF THE 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met at 2:30 p.m., pursuant to notice, in room 
$0, New Senate Office Building, Hon. Joseph C. O’Mahoney pre- 
siding. 

Present ;: Senator Joseph C. O’Mahoney of Wyoming. 

Also present : Senator Frank Church of Idaho. 

Senator O’Mahoney. The committee will come to order. 

I am acting chairman of the subcommittee this afternoon because 
Senator Anderson is otherwise engaged. His time, like the time of 
most Senators, is under great demand. The hearing this afternoon 
is designed primarily to get the views of persons interested in the 
pending bill with respect to the effect of this measure upon the utili- 
zation of power, the furnishing of power, and the development of 
natural resources in the area affected by the bill. 

Have you gentlemen from Kemmerer decided upon any order of 
presentation? Mr. Hunter, you testified at the previous meeting? 

Mr. Hunver. Yes, sir; I did. 

Senator O’Mauoney. Would you care to testify now ? 

Mr. Hunter. I will be very happy to, Senator. 

Senator O’Manonry. Mayor Quealy. I will call the mayor. 

Will you please be seated over here, Mr. Mayor. 


STATEMENT OF PATRICK J. QUEALY, MAYOR OF THE TOWN OF 
KEMMERER, WYO. 


Mr. Queaty. Mr. Chairman and members of the committee, I am 
Patrick J. Quealy, mayor of the town of Kemmerer, Wyo, I make 
this statement in opposition to the Burns Creek project as proposed 
by S. 281, not only in my capacity as mayor of the town of Kemmerer, 
but also as a private citizen with business interests of many kinds in 
the State of se and as a person who is vitally interested in 
south western ming and its future. 

The town. of Kemmerer, Wyo., was founded as the center of the 
coal muning industry in southwestern Wyomins. During the interven- 
ing years the economic welfare of the town of Kemmerer has varied in 


general with the ups and downs of the coal industry. 1 presus..¢ wat 
It 18 not necessary to elaborate on the depressed economy of the coal, 
fields of the United States or of southwestern Wyoming. For the 
past several years it has upon several occasions appeared likely that 
39870595 : 61 
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the town of Kemmerer would become one of the numerous ghost 
towns which dot the map of Wyoming. The industries and people of 
Kemmerer are resolved that their community shall not die. They 
have worked for their own salvation. 

For many years it has been apparent that the future of our area 
of Wyoming must rest’ upon its natural resources. The first great 
resource available for development is the tremendous Adaville coal 
deposit lying a few miles west‘of the town of Kemmerer. | 
: The public officials of the town of Kemmerer and Lincoln County 
have joined hands with the Kemmerer Coal Co. in a concerted effort 
to save the coal mining industry of our area. Through their joint 
efforts they have induced the Utah Power & Light Co, to enter the 
Kemmerer area with a large thermogenerating plant. The plant will 
utilize Kemmerer coal and will we believe revitalize our community 
and develop a large industry for the State of Wyoming in an area 
which might otherwise have become a wasteland. 

The economic effect of the construction of the Utah Power & Light 
Co. plant on the outskirts of Kemmerer, Wyo., will be threefold: 

First, during the construction of the plant approximately $80 million 
will ultimately be invested in our community, of which I am told 
approximately 40 percent will be devoted to labor, and considerable 
materials purchased in our immediate vicinity. During the construc- 
tion of the first unit, which it is anticipated will be completed in the 
year 1963, $30 million will have been expended by the Utah Power 
& Light Co. in our immediate area. 

Second, the continued maintenance and operation of this large ther- 
mogenerating plant will require the constant attendance of approxi- 
mately 35 men, nearly all of whom will be of superior skills which will 
command above-average wages. The annual payroll for these workers 
will be in excess of $200,000. Additional amounts will be spent for 
materials and supplies. 

Third, the operation of the first unit of the plant will require the 
mining of approximately 600,000 tons of coal per year. The mining 
of this coal will require the employment of a substantial number of 
coal miners of the Kemmerer area, as has been explained to you by 
Mr. Sorensen. . I believe he places that number at approximately 100 
or 120 miners. 

The State of Wyoming will benefit by the installation and mainte- 
nance of an industry requiring the employment of a substantial num- 
ber of people and the development of large and extensive coal reserves. 

This development will not be a single boom-creating situation dur- 
ing the construction period alone, with a ‘serious drop in employment 
following the completion of the plant, but will rather be a long-term 
continuous industry providing a substantial addition.to the economy 
of our State: ©” 

The secondary effects of the development of this plant will be sub- 
stantial. The tristate area surrounding the common junction of Utah, 
Idaho, and Wyoming is. blessed with many other mineral resources, 
which’ remain’ substantially undeveloped at the present time. 

_ Within a few miles of Kemmerer we presently mine phosphate, 
trona, and other mineral salts. The processing of these minerals is 
presently being done at other locations. The lack of a sizable source 
of power at reasonable prices has been one of the main deterrents to 
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the development of these resources and their treatment and refining 
within our area. We are confident that the construction and operation 
of the Utah Power & Light Co. thermogenerating plant in Kemmerer 
will provide the necessary ingredient to foster the development of these 
additional resources. 

I believe that it would be proper to inform this committee of the 
effect of the Utah Power & lie t Co. plant on the tax situation in 
Lincoln County, Wyo. In the 1950 census the a was shown to 
have a population of approximately 10,000 people. ‘The most recent 
figures on the population of our county would indicate a decline to 
only a few more than 7,000. With the decline in population our pub- 
lic financing problem has become acute. 

If the Utah Power & Light Co. builds their first unit and places it 
in operation in the year 1963, in the year 1964 their $30 million in- 
vestment will add approximately $10,500,000 to our tax assessment 
rolls. On an estimated tax levy in the year 1964 of 47 mills, the esti- 
mated tax revenue resultant from the installation of this plant will 
be $493,500. 

I should like to emphasize to you that our entire county has an 
assessed valuation in the year 1958 of $21,300,000, so that the assessed 
value of the Utah plant would increase the entire county’s assessment 
by approximately 50 percent. The taxes resultant therefrom would 
be more than half of the present $955,000 gross tax revenues now re- 
ceived by Lincoln County. 

The tax value of the Utah Power & Light Co. development is only 
partially illustrated by the taxes which will be levied directly on the 
plant. The mining of 600,000 tons of additional coal in our count 
and school district will add an additional $1,650,000 to the tax roll 
and result in additional tax revenues of approximately $72,500 per 
year. 

The economic benefits above indicated, including the construction 
of the project, the maintenance and operation of the generating facili- 
ties, and the employment of sufficient men to mine 600,000 tons of 
coal, still do not demonstrate the total value to the Kemmerer com- 
munity of the Utah Power & Light Co. project. 

The Utah Power & Light Co. has entered into a contract with the 
town of Kemmerer to provide in the company reservoir storage for 
sufficient water to more than double the present water storage facili- 
ties of the town of Kemmerer. The power company has also entered 
into a contract with the town to build and provide a diversion point 
below the reservoir from which water may be diverted into the mains 
of the town of Kemmerer. Further than this, the construction of the 
Utah Power & Light Reservoir above the town of Kemmerer’s reser- 
voir will provide a stilling basin for the water of Ham’s Fork Creek 
which will, we believe, eliminate the necessity for a filtration and 
water treatment plant for the town of Kemmerer. 

What effect will the construction of the Burns Creek project, pro- 
posed by S. 281, have on this great improvement in the economic 
situation of southern Lincoln County? The creation of a sizable 
surplus of Government power, which will be dumped into a power- 
Fale area within the power exchange area of the Utah Power & 
Light Co., will substantially reduce the necessity for power generated 
at the Kemmerer site. Whether or not the construction of the Burns 
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Creek project would prevent the construction of the Kemmerer plant 
of the Utah Power & Light Co. is a moot question. At best, the exist- 
ence of this 90,000 kilowatts of power presently not contemplated in 
the power demand forecasts of the Utah Power & Light Co. will 
diminish their coal requirements by at least 250,000 tons of coal a 
year. At worst, it might prevent or delay the construction of the 

lant. The economy of our area could not stand a substantial delay 
in this construction. ! 

I hope that I have been able to illustrate to you the importance 
which the people of southern Lincoln County attach to the develop- 
ment of this large thermogenerating plant. We feel that it is literally 
a ee of community life or death. 

should now like to emphasize to you that the people of this area 
of Wyoming are appearing before this Senate committee without 
any intention of asking for Government assistance or aid, nor do 
we ask this committee to'expend one dollar of the taxpayer’s money 
on our behalf: We are here simply to request that you ae not put 4 
stumbling block in our way, to ask that you allow us to work out our 
own destiny and to develop our economic future with our own capital 
and our own initiative. 

Senator.O’Manonry. Senator Church, do you have any questions? 

Senator Cuurcu. Mr. Chairman, I have just one question. 

Mayor, have you ever been advised by the Utah Power & Light Co. 
that the construction of the Burns Creek Dam would operate to pre- 
vent the construction of the steamplant ? 

Mr. Quraty. No, sir, I have not been advised that it would prevent 
the installation of the steamplant ; no, sir. 

Senator Cuurcn. Thank you. That is all, Mr. Chairman. 

Senator O’Manonery. Mr. Mayor, how long have you been mayor 
of Kemmerer ? 

Mr. Queaty. Seven years. 

Senator O’Manonry. What is the term of the mayor? 

Mr. Quraty. Two years. 

Senator O’Mauonry. You have been reelected several times ? 

Mr. Queaty. Yes, sir. 

Senator O’Manonry. When were you last reelected ? 

Mr. Queary. A year ago, sir. 

Senator O’Manoney. I take it then that it is a normal assumption, 
based upon this record, that you do represent the welfare of the people 
of the town of which you are mayor? 

Mr. Queauy. Ihopeso, sir. 

Senator O’Manoney. You have spoken about the industrial and 
natural resource eee of this area. 

Mr. Queaty. Yes, sir. 

Senator O’Manonsy. Would you expand that a little bit, please? 
You have spoken of phosphate and trona. 

Mr. Queaty. Yes, sir. We are fortunate in being just on the mar- 
gin of the great tristate area, Utah, Idaho, and Wyoming. In the 
corner where these States interlock, there is a tremendous resource 0 
undeveloped phosphate. It’ is presently being mined and developed 
by the San Prantisho Chemical Co. Their efforts are meeting wit 
some success, but the treatment of this phosphate is done either in 
Pocatello or in Idaho Falls or in Salt Lake City, if it goes into triple 
superphosphate. 








at 


or 


on, 
ple 


nd 


se? 


\ar- 
the 
a 
vith 
r in 
iple 





BURNS CREEK PROJECT 65 









Senator O’Manoney. The neighboring States also-share in the ben- 
efits of the presence in Wyoming of these natural resources. 

Mr, Queaty. Certainly, sir. Trona, likewise. We have a large 
development, by Food Machinery Co. down south of Kemmerer, This 
large prehistoric lake apparently deposited a tremendous deposit of 
trona. It is presently being mined by Food Machinery. At least two 
other main corporations are presently drilling and planning to de- 
velop trona in the immediate vicinity. 

Senator O’Manoney. Is it not a fact that trona is a trade name for 
natural soda ash ? 

Mr. Queaty. That is correct, sir. 

Senator O’Manoney. In other words, this supply of soda ash, 
which is so necessary in so many industries, from the making of ladies’ 
stockings to the manufacture of glass, was deposited by nature in the 
area from which you have come, and for which you speak ? 

Mr, Queazy. Yes, sir. 

The development of trona, we believe, will advance very rapidly 
now. The Food Machinery Corp. has demonstrated that it is feasible 
to mine this commodity in the Far West. The active interest of other 
concerns in the area at the moment indicate a great future for trona. 

Senator O’Mauoney. Now, what about coal? When was coal first 
discovered in this area? Do you remember? You do not remember, 
but I believe you know. 

Mr. Queaty. I do not remember, but coal was indicated on the first 
of the reports of Government geologists who came through there many 
years ago, in the early eighties, well before the turn of the century. 
The coal was developed in this area in the 1890’s and has been the 
mainstay of our economy during the intervening years. 

Senator O’Manonry. How many coal miners are employed in 
Lincoln County now? 

Mr. Queaty. Approximately 200. I will leave that to Mr. Soren- 
sen, but to my best inowhedge there would be about 200 employed at 
the moment. 

Senator O’Manoney. Were there not many active mines in the 

vicinity of Kemmerer when you were a child ? 
_ Mr. Queaty. Yes, sir. Kemmerer Coal Co., itself, used to operate 
a varying number of mines, from five to seven, in this immediate area. 
The Union Pacific Coal Co. operated at least two and at times four 
mines. The Diamond Coal & Coke Co., a subsidiary of Anaconda, used 
tooperate a series of mines in our area. So as a child I remember there 
were many thousands of coal miners in Lincoln County. 

Senator O’Manoneyr. Many thousands of miners? 

Mr. Qugaty. Many thousands. 

Senator O’Manoney. Not 200, but 2,000—more than that perhaps? 

Mr. Queaty. More than that, I am sure. 

Senator O’Manoney. What reason do you have to believe that this 
plan of the Utah Power & Light Co. will be carried through, and will 
afford a new market for coal from the Adaville deposit ? 

‘Mr. Queary. Of course I know of the existence of the contract with 
the Utah Power & Light Co. and the Kemmerer Coal Co. That is one. 

0, the town of Kemmerer has entered into two correlative contracts 

the use of water and water facilities. Three, the investment that 
the Utah Power & Light Oo. has already made in the area in the ac-. 
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quisition of lands, of water rights and lands for their plant, which I'am 
informed now totals approximately a half million dollars. 

Again I am informed, and believe, that the bids are now going out 
for the construction of the preliminary work on the reservoir which 
will be down this summer at a cost of approximately $400,000. There- 
fore, I believe that their intention is manifest. 

Senator O’Manonry. Have you examined the contracts? 

Mr. Queaty. I have of course examined minutely the town con- 
tracts. I have seen but not examined minutely the Kemmerer Coal 
Co.’s contracts. 

Senator O’Manoney. You area lawyer? 

Mr. Queaty. Yes, sir. 

Senator O’Manoney. A graduate of Michigan Law School? 

Mr. Queaty. Yes, sir. 

Senator O’Manoney. How Jong have you been practicing law ? 

Mr. Queaty. Frankly, I have not practiced law for about 8 years 
now. I did practice from 1937 until about 1940. 

Senator O’Manoney. But you are giving this committee your opin- 
ion, as a lawyer, of these contracts? 

Mr. Queaty. Yes, sir. 

Senator O’Manonry. Do you think the contract between the Kem- 
merer Coal Co. and the Utah Power & Light Co. is one that will be 
carried through, that does not afford opportunities for evasion ? 

Mr. Quraty. Yes, sir. Iam sure that it was as tightly drawn as it 
could be to avoid that, sir. 

Senator O’Manoney. You speak of the construction of the plant 
a say causing an investment of some $80 million in the community. 

Mr. Queaty. Ultimately. 

Senator O’Manonry. On what do you base that conclusion ? 

Mr. Quraty. That frankly is based upon an estimate provided to 
me by the Utah Power & Light Co., of the total cost of construction, 
if they reach their ultimate third unit. 

Senator O’Manoney. I will ask Mr. Hunter about the units. 

In 1950, the census of the county was approximately 10,000 people. 

Mr. Qugaty. Yes, sir. 

Senator O’Manoney. What was the population 20 years ago? Do 
you know? 

Mr. Quraty. I do not know, sir. I would imagine, from what I 
know of the area, that it was probably somewhat less than the 10,000. 
I believe that the large variation came in the valley during those 
intervening years. 

Senator O’Manoney. Your next sentence reads, “The most recent 
figures on the population of our county would indicate a decline to 
only a few more than 7,000.” When? 

Mr. Queary. Those figures are taken from the testimony submitted 
by the Frontier Air Lines at the Civil Aeronautics hearing recently 

in which they introduced testimony indicating that the recent popula- 
tion of Lincoln County was approximately 7,200. 

Senator O’Manoney. Where did they introduce that testimony ! 
Do you recall? 

Mr. Quraty. At their recent hearings on dropping the town of 
Kemmerer. 

Senator O’Manoney. They wanted to drop the town ? 
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Mr. Qugaty. Yes. 
Senator O’Manoney. I take it if you feel this plant were con- 
structed: there, the town of Kemmerer would not be dropped from the 
airline’s route. 

Mr. Queauy. I think it would certainly help. 

Senator O’Manonery. You begin the sentence on page 5, Your 
Honor, with the word “Ff,” “If the Utah Power & Light Co. builds 
their first unit and places it in operation in the year 1963, in the year 
1964 their $30 million investment will add approximately $10,500,000 
to our tax assessment rolls.” Why do you use the qualifying “if”? 

Mr. Quraty. That “if” refers to several places there.. If they place 
it in operation in the year 1963 as well as if they build it. It. is the. 
custom of our assessors out there to not tax units in construction or 
until they are placed in use. 

I would anticipate if this first 90,000 kilowatts were taken care of, 
there might be a delay in placing the Kemmerer plant in use. 

Senator O’Manoney. You raise an important question on page 6. 
I read this sentence in the second pariah 

Whether or not the construction of the Burns Creek project would prevent the 
construction of the Kemmerer plant of the Utah Power & Light Co., is a moot 
question. 

Will you amplify that ? 

Mr. Queaty. I do not know whether the construction of the Burns 
Creek project would prevent the construction of the Kemmerer plant. 
I am somewhat aware but I do not profess to be at all an expert of 
the way in which power companies determine how much power ca- 
pacity they will need at any given time. They usually block it out 
on the basis of a curve of use, and they say that. we will need, we will 
say, 150,000 kilowatts in 1961 and this the Utah Power & Light Co. 
did. They a lanned to put the Kemmerer unit in operation 
in 1961, and when the Tdaho Power & Light Co. provided that 150,000 
kilowatts of power, there was no longer a use or a need for the Kem- 
merer plant in 1961. 

Now, they have projected another 150,000 kilowatts of use in 1963. 
If we shade off 90,000 kilowatts of that need with the Burns Creek 
project in the power exchange area, it is not in their power demand 
area, but they are exchanging power with the Idaho Power & Light 
and the Oxbow unit, for instance. _This is the power exchange area 
and if we make 90,000 kilowatts of power available in this area it 
would seem to me to partially or to substantially fill this second block 
requirement. 

And consequently it would be a very real possibility that this plant 
might be delayed, and certainly will be delayed in utilizing its full 
generating capacity. 

Senator O’Manoneyr. The United Mine Workers Union in Kem- 
merer is in favor of this project. 

: Mr. Queaty. Is in favor of the Utah Power & Light Co. project, 
es, sir. 

Senator O’Manoney. Is there anything else you care to say about 
this matter ? 

Mr, Queaty. May I res one thing. I find myself in a some- 
what anomalous position because I was born and raised in Wyoming 
and T have always been a great advocate of development of the West, 





























ent 


atly 
ula- 


my t 


» of 





> later 


68 BURNS CREEK PROJECT 


but in the development of anything there comes.a time when one 
must make an election to develop this project or that project first. 
Now, in this present situation I am sure that Burns Creek. should be 
built, and will be built and it is simply a question of timing. If we 
can secure the construction and operation of the Utah Power & Light 
Co. plant first, we will, I am sure, ultimately use all of the power 
available in this area. 
If we build Burns Creek first, there is a possibility that a portion 
of this power may never be fully realized. } 
- Senator O’Manoney. Will this power developed at the thermo- 
— plant proposed by Utah serve any other area besides Kem- 
merer 
Mr. Queaty. I presume so, sir. There is, of course, in the last few 
ears a growing demand for power up the Green River area, sup- 
plied by the Lincoln Service Corp. of which Mr. Sorensen is president. 
It is my understanding—I do not know this of my own know!l- 
that the Utah Power & Light will assume that load. But a 
great deal of this pe I believe is scheduled for use in the general 
system of the Utah Power & Light Co. in Utah and southern Idaho. 
Senator O’Manonzy. The development of the natural resources of 
this southwestern area in Wyoming included Lincoln County and 
Uinta County and parts of Sweetwater County will necessarily re- 
quire much more power than you now have. 
Mr. Queaty. Yes, sir. 
' Senator O’Manonry. Have you ever personally had any occasion 
to make a survey of that. ible need ? 
Mr. Quxaty. No, sir, I have not. 
Senator O’Manoney. Very well. 
Senator Church ? 
Senator Cuurcu. I have no further questions, Mr. Chairman. 
Senator O’Manonry. Thank you very much, Mr. Mayor. I am 
very glad to have had you testify here. You are a good example of 
the citizenship of Wyoming. 
Mr. Queaty. Thank you. 
Senator O’Manoney. Mr. Sorensen ? 


STATEMENT OF GLENN E. SORENSEN, PRESIDENT, KEMMERER 
COAL CO.,, KEMMERER, WYO. 


Mr. Sorensen. Mr. Chairman and members of the committee, I 
am Glenn E. Sorensen, president of the Kemmerer Coal Co. at 
Kemmerer, Wyo. This statement in opposition to the Burns Creek 
project as proposed by S. 281 is made, not only in my capacity as 
president of the Kemmerer Coal Co., but also as a private citizen 
who is vitally interested in the development of western Wyoming. I 
would not like to see a Federal project authorized which would add 
very little to the economy of the State of Idaho but would materially 
hinder the development of my area in the State of Wyoming. 

Senator O’Manonry. You speak of being a citizen who is vitally 
interested in the development. Where is your home? 

Mr. Sorensen. I have lived in Kemmerer, Senator O’Mahoney, 
for 33 years. 
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Senator O’Manoney. I knew that personally but I wanted it for 
the record. ' 

Mr. Sorensen. I migrated from Utah. I reversed the procedure. 

Senator O’Manonry. All right, proceed. 

Mr. Sorensen, ' The 90,000-kilowatt Burns Creek project is undoubt- 
edly a power project, 98 percent of the cost being allocated for this 

urpose. On February 11, 1959, the Legislature of the State of 
asain passed a joint memorial expressing the opposition of the 
State of Wyoming to the Narrows hydro project, a project similar to 
Burns Creek, located a few miles upstream from that project in the 
State of Wyoming. This memorial was presented to the Senate on 
February 26, 1959, by Senator McGee (for himself and Senator 
O’Mahoney) and referred to the Committee on Interior and Insular 
Affairs, One reason for the opposition was that— 

The purpose of the dam would be the production of kilowatts of power, which 
power in like or larger amounts could be produced by steam * * *. 

T also firmly believe that if 90,000 kilowatts of power is to be developed 
in the area, it should be developed by steam, using Wyoming coal, 
and not by a Federal power project such as Burns Creek. 

On April 17, 1959, the Wyoming Mining Association passed a reso- 
lution expressing opposition to the construction by the Government 
of unnecessary hydroelectric projects in direct competition to coal for 
power generation. The Burns Creek project is a project in the cate- 
gory opposed by the association and, as I will later point out, mate- 
rially depletes the coal market for our area. The project is unneces- 
sary and I do not believe there is any justification for the expenditure 


of $50 million of public funds to construct a project in direct. compe- 
tition with coal in an area where private industry has worked lo: 
and hard to develop a market and now has underway a project whic 
will materially benefit the entire economy of western Wyoming with- 
out the Epon aiinre of public money. 

e 


Near Kemmerer, Wyo., is a huge deposit of subbituminous coal. 
This coal has a high moisture content, slacks readily and cannot be 
hauled by rail as economically as the higher grade bituminous coals 
in the area. Therefore, the economic development of such coal is 
dependent upon an industry which will consume the coal at. the site. 

‘or a number of years Kemmerer Coal Co., together with officials 
of the town of Kemmerer, Wyo., had been trying to get the Utah 
Power & Light Co. to build a steam plant near Kemmerer to use this 
subbituminous product. As a prelude to final coal supply negotia- 
tions with the power company, the Kemmerer Coal Co. spent consider- 
able money drilling and proving the reserves of coal in the deposit. 
These findings of reserves were checked by independent. geologists 
and engineers retained by the power company. Upon proof that there 
were sufficient coal reserves to provide fiel for operation of at least 
two 150,000 kilowatt steam units, we started negotiations with the 
Utah Power & Light Co. for sale of a coal supply for their proposed 
plant. In December 1957, we executed an agreement with the power 
company which provides that they will build a 300,000 kilowatt steam 
electric plant. at the Kemmerer site, the first, unit to be in operation by 
1963, In the agreement, we have dedicated 35 million tons of coal to — 
the operation of such plant and have encumbered our property in 





70 BURNS CREEK PROJECT 


Lincoln County with a lien for the faithful performance of this agree- 
ment. It is anticipated that the first unit of the power company plant 
will use approximately 600,000 tons per year. When the second unit 
comes in it is anticipated that the consumption will be almost twice 
this amount.. Kemmerer Coal Co. is to supply the fuel for these two 
units, The power company plans on an ultimate capacity of 14 million 
kilowatts at this site and I’m confident we will supply the total fuel 

ulrements. 

in connection with supplying the coal requirements for the first 
unit of the plant, Kemmerer Coal Co. will employ from 100 to 120 
men on an annual full-time basis with an annual payroll of approxi- 
mately $660,000; will purchase each year supplies in the amount of 
$550,000, a substantial amount of which will be purchased locally 
in Wyoming and Idaho; and will pay State and locai taxes annually 
in the amount of $73,000. 

There is certainly no shortage of hydropower in the area, as pro- 
pouente of Burns Creek claim, as evidenced by the fact that surplus 
ydropower has already delayed the Kemmerer plant by 2 years. 

The proposed Burns Creek project, which would generate 90,000 
kilowatts and 1% billion kilowatt-hours per year in a surplus hydro- 

ower area, would dilute the amount of coal consumed in the area 
ry 250,000 tons per year and would materially hinder the develop- 
ment of the coal deposit in the Kemmerer area. 

I would like to point out that a reduction of 250,000 tons of coal 
mined annually as a direct result of constructing Burns Creek would 
mean an annual loss of $275,000 in mine payroll, an annual reduction 
in the supplies purchased locally in the amount of $225,000, an annual 
reduction in State and local taxes of $18,000, and an annual reduction 
in the payment to United Mine Workers of America health, welfare 
and retirement fund of $100,000. 

There have been statements by proponents of the Burns Creek 
project to the effect that there is not an honest intent on the part of 
the power company to go ahead with the Kemmerer development at 
the present time. Such a statement is without foundation, Upon 
inquiry, we have been informed that the power company has spent 
about $500,000 for Poca i planning, purchase land for their 
power plant site, as well as for the reservoir which will provide 
42,000 acre-feet of storage for cooling, water for the plant. I am 
reliably informed that the power company has budgeted about 
$400,000 for work on the dam this year, the invitations to bid having 
already been sent out. Their first 150,000 kilowatts unit is on order 
with the General Electric Co. and they expect to have such unit 
in service by the fall of 1963. pe 

In the power company’s planning, land acquisition and securing 
of necessary licenses and permits, there has been very close coopera- 
tion between my company and the power company, as well as with 
the Wyoming Natural Resource Board, officials of the town of Kem- 
merer, State fish and game commission, and other State agencies. — 

There has also been an attempt on the part of some parties to dis- 
credit Utah Power & Light Co.’s intentions of going ahead with the 
Kemmerer development on the basis that the power company, in early 
1958, entered into an agreement with the Idaho Power Co. for the 
purchase of 150,000 kilowatts for a 6-year period ending in 1967. The 
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Kemmerer. Coal Co. was kept fully informed by Utah Power & 
Light Co. of its negotiations with the Idaho Power Co, for purchase 
of firm power at a very attractive price. They asked us if we would 
consider postponing the date we were to supply coal from our Kem- 
merer mine to the proposed Utah Power & Light Co, plant from 
1961 to 1963. We agreed to this on the condition of the payment of 
a certain consideration. The contract that we now have with the 
power company provides that they will have a 150,000 kilowatt unit 
m service in 1963. 

The fact that Congress amended the Mineral Leasing Act to enable 
the assembly of coal reserves commensurate with the requirements of 
the modern steam electric generating plant would indicate that the 
use of coal as a fuel for electric generation in the West is recognized 
and should be encouraged. Should this Burns Creek reservoir be 
built and a powerplant installed, it would replace at least 250,000 tons 
of coal per year or equivalent in generating capacity. 

We have labored hard and long in our endeavor to secure a cus- 
tomer for the type of coal in this area. It certainly will be the salva- 
tion of the economy of this part of the State to have these sub-bitumi- 
nous coal reserves utilized. As you know, the coal industry is operat- 
ing as a depressed economy and I do not believe that this fact should be 
shrugged off with the statement that this is a continuous and expected 
thing in the industry. No effort should be spared to alleviate this 
condition and nothing should be done to aggravate it. 

In our own area there are many, many families who are in dire 
need of the year-round employment which this development offers. 
In the event the Federal Government undertakes the construction of 
the Burns Creek project, the obvious result would be a decrease in use 
of coal from the area with accompanying loss of payrolls and taxes 
and the continuation of depressed conditions in our communities. 

I therefore sincerely urge that you do not approve the Burns 
Creek project. 

Senator O’Manwoney. Are there any questions, Senator Church? 

Senator Cuurcn. Yes, Mr. Chairman, I have two or three brief 
questions. 

Mr. Sorensen, I appreciate your interest as the president of the coal 
company in this matter, and the important market for coal consump- 
tion the construction of this plant will mean in Kemmerer, just as I 
appreciate the interest of the mayor in the community benefits that 
will flow to Kemmerer from the construction of the plant. 

I think your testimony has been very helpful in pointing up the 
nature of the contract that you have with the Utah Power & Light 
Co. in connection with the project. As I understand your testimony, 
you originally entered into this contract in December of 1957. Is 
that correct, reading from the bottom of page 2? 

Mr. Sorensen. We were discussing this contract with the power 
company as far back as 1955. 

i Senator Cuurou. Reading from the bottom of page 2, you said, 
In December, 1957, we executed an agreement with the power com- 
pany.” That was the original agreement that you executed in Decem- 

r of 1957? 4 

Mr. Sorensen. Right. 
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Senator Cuurcu. Then later in your testimony you said that the 
construction of the original unit of the steam psn’ was delayed.as a. 
result of the Idaho Power development in Hells Canyon. 

Mr. Sorensen. Yes, sir. 

Senator CuHurcu. You were advised by the Utah Power & Light 
Co. that they were going to acquire some of this hydropower from the 
new Idaho st plant in Hells Canyon, and your contract was then 
modified to delay the construction of the first unit of the steamplant 
for a 2-year period. Is that correct? 

Mr. Sorensen. That is right. 

Senator Cuurcu. In your testimony, as I recall, you said that there 
was a consideration given to your company in return for your agree- 
ment to the 2-year delay. Is that right? 

Mr. Sorensen. That is right. 

Senator Cuuron. So you have had a binding contract with the 
Utah Power & Light Co. for the construction of this plant, which has 
been modified only on one occasion and then upon the giving of con- 
sideration for the modification ? 

Mr. Sorensen. That is right. 

Senator Cuurcn. It is your feeling now that under the terms of the 
present contract the company is very definitely committed to the con- 
struction -of this steam plant or at least the first unit of this steam 
plant, and that you expect it to be, under the terms of the contract, in 
operation by 1963? 

Mr. Sorensen. Yes, sir. 

Senator Cuurcu. Now that first unit which under the terms of the 
contract would be in operation in 1963 would consume, according to 
your estimate, about 600,000 tons of coal per year. 

Mr. Sorensen. That is right. 

Senator Cuvurou. Now, there is no provision in the contract then, 
I take it, that conditions the construction of this unit upon Burns 
Creek or upon the failure of the Government to build Burns Creek, 
that is not a part of the contract ? 

Mr. Sorensen. No. 

Senator Cuurcu. Now, on page 4 of your testimony the reductions 
that you refer to there, I take it, are based upon the anticipated effect 
that the construction of Burns Creek might have upon the operation 
of the steamplant ? 

Mr. Sorensen. Yes, sir. If the 90,000 kilowatts would be avail- 
able, it would ‘figure that much loss in coal to this plant. 

Senator Cuurcn. In figuring that, is that based upon the assump- 
tion that 90,000 kilowatts would be available, that would affect the 
market for the Utah Power & Light Co. Is that figure based on that 
assumption ? 

Mr. Sorensen. Yes; it is. It would be reduced by that amount. 

Senator Cuurcnu. So that even assuming that the 90,000 kilowatts 
will affect the market of the Utah Power & ight Co. to the extent that 
250,000 tons of coal per year would not be called for—what I am try- 
ing to do is to base my question upon your assumptions in your state- 
ment—even so, you would anticipate that the first unit would be built 
according to the terms of the contract. 

Mr. Sorensen. Yes, sir. 

Senator Cuurcu. And that it would call for an additional 350,000 
tons of coal that are not being mined today ? 
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Mr. Sorensen. That is right. 

Senator Cxuurcn. So the losses you refer to are actually deductions 
from the optimum to be expected if the full 600,000 tons were mined 
and if this 90,000 kilowatts were to be eliminated from the picture? 

Mr. Sorensen. I would like to point out, Senator, that under the 
good faith clause of our contract we will be obliged to tool our prey 
erty to produce 600,000 tons of coal per year to furnish this 150, 
kilowatts unit, the first one. Once we tool the mine up to produce 
600,000 tons of coal, if we have to drop that down to the extent of the 
loss of 250,000 tons of coal, which is the equivalent of the 90,000-plus 
kilowatts, we are in a little bit different position. We have to figure 
this very carefully. You do not sell coal like you sell a lot of com- 
modities. We have to have our pencils pretty sharp in this day and 
age to’price that fuel, to produce it at a figure with which we can live. 
I would like to cite something else to point out why we feel this is so 
important. The Kemmerer Coal Co. was organized in 1897. As of 
the first of this year our total production from our properties has 
been somewhat of the order of 38 million tons of coal. Now, we have 
been successful in negotiating a contract for a 35-year period that 
would furnish 35 million tons of coal. 

Sixty-two or sixty-three years of production, and getting practically 
the same amount of tonnage into one contract is pretty vital to our 
industries out there. We would have a loss in payroll, a considerable 
amount, if we take that 90,000 kilowatts out of a package. 

- We are organized as you know by the United Mine Workers of 
America and their health and welfare funds would lose $100,000 
which apparently means quite a bit to them. 

Senator Cuurcu. Is it not true, Mr. Sorensen, that even if we were 
to assume that the Burns Creek Dam will have the impact that you 
think it might have, which I do not think it will have, and I think 
perhaps we can demonstrate that from the testimony later this after- 
noon, but even assuming that it would have that full impact upon the 
market, that the construction of this steam unit and its operation at 
a level that would consume 350,000 tons of coal a year would be an im- 
mense benefit to Kemmerer ? 

Mr. Sorensen. Any amount of coal would be a benefit. 

Senator Cuurcu. A 350,000-tori increase would be quite a benefit 
tothe community. 

Mr. Sorensen. Senator, we are looking at that 250,000 tons of coal. 
Those 90,000 kilowatts are going into a power system. It is like rais- 
ing potatoes. You have so many potatoes you raised this year. If 
some section comes on with other potatoes they will all find the same 
market. You cannot ae) ecm where the power is going. To make 
this project economical, I am sure from the Power Co.’s side and from 
our own side, we should have that 150,000 kilowatts unit loaded there, 
get these men we have down there to working. 

These figures I gave you here are an annual payroll. It is not @ one- 
shot deal. It is year in and year out. The 100 or 120 mine workers 
at the rate of pay they get today working the year around will cer- 
tainly spread a lot of money up and down Main Street in those 
communities. 

Senator Cuurcu. We are interested here in the Senate in the welfare 
of every community and also in the welfare of the entire west. The 
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Burns Creek Dam has a very important economical impact upon a 
great many people living in a large area in eastern Idaho. I am not 
at all adverse to your interest in this matter. I am very sympathetic 
to the problem that now confronts the coal PIUIDE LOAISEY generally 
and has confronted it in a chronic way for a number of years. 

But what is the basis for your statement that in your opinion the 
Federal project authorized by this bill, namely the Burns Creek proj- 
ect, would add very little to the ceanomy of the State of Idaho? Do 
you really believe that isso? Ifso, why? 

Mr. Sorensen. Is there a power shortage in that area at the present 
time? I think that is a question we will have to ask ourselves. I do 
not think that there postal could be or the Utah Power & Light Co, 
would not have requested us to write the clause into the contract in 
which we agreed to postponement for 2 years. Now that considera- 
tion, Senator Church, was in return for our company dedicating that 
reserve of coal for their units. Now we could take the 2-year delay. 
We have gone ahead and taken it. It seems to me that some of these 
other areas could probably take some delay too, because I think this 
means more to the economy of a general area there than the 90,000- 
kilowatt Burns Creek. 

Senator Cuurcu. At the present time, then, I understand your 
testimony to be that you do not anticipate that the construction of this 
unit is going to be affected by the Burns Creek Dam, other than the 
effect that it might have on the level of operation after it is built ? 

Mr. Sorensen, It will certainly cripple us in our proposed project. 

Senator Cuurcu. If it operates at the lower level, you will not have 
= optimum development you will anticipate from the full use of the 
plan ¢ , 
ae SorENSEN. It would reduce the employment better than one- 
third. 

Senator Cuurcu. Would it reduce the employment below present 
levels of employment ? 

Mr. Sorensen. No,sir. Wedo have a lot of unemployed minework- 
ers in the area there at the present time. 

Senator Cuurcu. Would you not expect to put a number of those 
men to work if you were going to sell 350,000 tons of coal a year to 
the steamplant that you are not now selling ? 

Mr. Sorensen. No. This is 100 to 120 additional men to our present 
operation that this project would employ. 

Senator Cuurcu. You would anticipate that additional miners 
would be hired, would you not ? 

, ot Sorensen. The unemployed miners would be absorbed; that 
is right. 

Senator Cuurcu. If the unit were built, the assessed valuation and 
the impact that that would have upon the taxes in the community, as 
testified to earlier, would all occur, would it not ? 

Mr. Sorensen. Yes, sir. 

Senator Cuurcu. Thank you. 

Senator O’Manonry. What is the estimated cost of tooling up for 
this project ? 

Mr. Sorensen. Kemmerer Coal Co. will have to make an invest- 
ment of approximately $1,600,000 to get the mine in development. 
This material and equipment would have to be purchased at least 
18 months in advance of their target date of startup. 
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Senator O’Manoney. Your testimony reminded me of: the stor; 
of the burned child who fears a fire. You were compelled to see the 
roject. postponed for a couple of years when Idaho Power. built 
Hells Canyon. You are afraid now that if Burns Creek is built you 
may have to undergo some other postponement; is not that about the 


story ¢ 

Mr. Sorensen. That is exactly what we would like to avoid, Sen- 
ator O Mehonsy. 

Senator O’Manoney. That is what you would like to avoid? 

Mr. Sorensen. Yes, sir. We have never asked for much help in 
the coal business. 

Senator O’Manongy. As the mayor of Kemmerer said, from the 
point of view of the Kemmerer Coal Co. it is a question of timing. 
You want to get this project started, do you not? 

Mr. Sorensen. That is right. 

Senator O’Manoney. How long will it take to complete the 
project ? 

r. SORENSEN. You mean the Kemmerer Coal Co. ? 

Senator O’Manonry. Yes. 

Mr. Sorensen. It will take us 18 months to get ready. 

Senator O’Manonry. Is not the year 1963 the target date? 

Mr. Sorensen. That is the target date under our agreement. 
Whether it will take them 2 years to build it or a year and a half, I 
do not know. 

Senator O’Manoney. The Burns Creek project probably would not 
be completed by that time, so you want to get this thing started first. 

Mr. Sorensen. I realize that, Senator. We want to have that 
600,000 tons of coal. 

Senator O’Manoney. Certainly ; that is what I am saying. You are 
trying to avoid another delay that will stop this development, 

Mr. Sorensen. That is right. 

Senator O’Manoney. You have given a lien for the faithful per- 
formance of the agreement. What is the shape of that lien? 

Mr. Sorensen. This is on record in the courthouse. 

Senator O’Manoney. Whatisthetype? What is the lien? 

Mr. SorEnsEN. It is a lien on the property for the faithful perform- 
ance of the job. 

Would you care to examine this, Senator O’Mahoney? This is a 
copy of the lien. 

Senator O’Manoney. We will put it in the record, if you don’t mind. 
It is already recorded. It may be made part of the record at the con- 
clusion of the testimony of Mr. Sorensen. 

You say on page 4: 

There have been statements by proponents of the Burns Creek project to the 
effect that there is not honest intent on the part of the power company to go 
ahead with the Kemmerer development at the present time. Such a statement 
is without foundation. 

You have checked over this, have you? 

Mr, Sorensen. Yes, sir. 
ere O’Manoney. And you are confident that there is an honest 
inten 

Mr. Sorensen. Yes, I am, Senator. This is one business operating - 
one company and another, another company.. It is a bona fide, coed 
faith contract signed between two reputable companies. ; 
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Mr. Sorensen. Yes, sir. 


I am reliably informed that the power company has budgeted about $400,000 
for work on the dam this year, the invitations to bid having already been sent out. 

Instead of asking you this question, I will direct the question to 
Mr. Hunter. Isthat correct, sir? 

Mr. E. A. Hunter (administrative assistant, Utah Power & Light 
Co.). Thatis a true statement, Senator. 

Senator O’Manonry. The money has been budgeted and the invi- 
tations to bid have already been sent out ? 

Mr. Hunter. Yes, sir. 

Senator O’Maunoney. Is it true that you have ordered from the 
General Electric Co. a 150,000-kilowatt unit and you expect to have 
that unit in service by the fall of 1963? 

Mr. Hunter. Yes, sir. 

Senator O’Manoney. These questions are asked for the purpose of 
developing the statement of the mayor that this is really a timing 
question. You have a coal company which has been operating for 
many decades and has already produced some 38 million tons of coal. 

Mr. Sorensen. Yes, sir. 

Senator O’Manoney. It is now producing very much less coal than 
in former times it did produce ? 

Mr. Sorensen. Very much so. 

Senator O’Manoney. It is now employing how many workers? 

Mr. Sorensen. Approximately 200, 

Senator O’Manoney. And the peak of employment during your 
connection with the company was how much? 

Mr. Sorensen. Around 1,500 in the early days. 

Senator O’Manoney. The Kemmerer Coal Co. then once having 
1,500 mine workers now has only 200? 

Mr. Sorensen. That is right. 

Senator O’Manoney. And you have a contract which, if it is carried 
out, will call for the production of 35 million additional tons of coal 
and for the employment of additional miners? 

Mr. Sorensen. Yes, sir. 

Senator O’Manoney. It will be in effect a guarantee of the life of 
this coal company, the development of the deposits of coal, and the 
benefits that will go not only to the coal company and its workers, but 
to the community in which the mine is operated ? 

Mr. Sorensen. That is right, Senator. 

Senator O’Manoney. What is the extent of the unmined deposit of 
the Kemmerer Coal Co. ? 7 

Mr. Sorensen. The U.S.G.S. have made some estimates in that 
area, we have checked them and it is in the billions of tons of under- 
ground and surface reserves. 

Senator O’Manonry. You have the coal to carry out the contract? 

Mr. Sorensen. Yes, sir, we have the coal to take care of the entire 
half million kilowatt installation. 

Senator O’Manonry. Is there any question about that? 

Mr. Sorensen, No question whatsoever. They can be checked very 
readily by the U.S. Geological Survey. 

Senator O’Manoney. And there is no doubt, is there, that the mining 
of coal his been and is the principal industry of Kemmerer ? 

Mr. Sorensen. Yes, sit. | | i 
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Senator O’Manoney. The mayor said it is a question almost of life 
or death of the town. Do you agree with that statement? 

Mr. SorENSEN. Lagree. I agree itis very important. 

Senator O’Manoney. This coal that you propose to use comes from 
the Adaville area, does it not ? 

Mr. Sorensen. Yes, sir. 

meer O’Manoney. What is the character of the coal in that 
deposit ? 

r. SoRENSEN. It is what we term a high-moisture coal. It carries 
about 10,000 Btu’s per pound, 22 percent moisture, and it is noncoking. 
It is rated as a subbituminous perk 

Senator O’Manonery. Is it not particularly efficient for the use that 
is proposed in the contract you have with the Utah Power & Light? 

r. SoRENSEN. Most ideally. 

Senator O’Manoney. Because it is subbituminous and because it 
has this high rate of moisture ? 

Mr. Sorensen. That is right. It has a very low ash content and 
consumed on the site would be a very efficient fuel for an installation 
of this sort. 

Senator O’Manoney. Do you care to add anything else to your 
testimony ? 

Mr. Sorensen. I have nothing else, Senator, unless you have other 
questions. 

Senator O’Manonery. Any further questions? 

Senator Cuurcu. No further questions, Mr. Chairman. , 

Senator O’Manoney. The committee is very grateful to you for 
your presentation. 


Do you want to et etee Senator Moss ? 


Senator Moss. Thank you very much. I thought I would have to 
leave before you were through, so I sat up here. 

Senator O’Mauonety. We hate to have you in the background. 

(The “Notice of lien” referred to by Mr. Sorensen follows:) 


Norice Or LIEN 


Whereas the Kemmerer Coal Co., ‘herein called Coal Co. and Utah Power & 
Light Co., herein called Power Co. have entered into a coal purchase agreement, 
called agreement, of even date herewith ; and 

Whereas said agreement provides that certain coal will be held and reserved 
by coal company for the purpose of supplying coal to power company as in said 
agreement set forth : 

Now, therefore, know all men by these presents, a lien is hereby imposed and 
affixed upon «all coal in the Adaville series that can be mined at a ratio of 6 to 
1 and less, excepting “No, 1 Bed” or “Adaville seam” currently being mined by 
coal company at Elkol, owned by or which coal company now has or may acquire 
the right to mine on or in the following described land: Ts. 20 and 21 N., R. 
117 W., and T. 21 N., R. 116 W., sixth principal meridian, Lincoln County, Wyo. 

_ Said lien is imposed and fixed on said coal to secure to power company faithful 
performance of the agreement and payment of all damages which may be sus- 
tained by power company by reason of coal company’s failure to sell and deliver 
coal as required by said agreement. 

Such lien shall remain in force and effect during the term of the agreement 
and shall be enforceable in any court of record having jurisdiction over the 
land above described. ' 

Nothing herein contained shall, in the absence of. default prevent coal com- 
Pany from mining said coal for delivery to power company or as otherwise 
Provided in said agreement: 


39870—59——6 





78 BURNS CREEK PROJECT 


In witness whereof the Kemmerer Coal Co..has caused this notice of lien to 
be executed by its duly authorized officers this 30th day of December 1957. 
THE KEMMERER COAL Co, 
By: G. E. Sorensen, President. 


Senator O’Manonery. Mr. Hunter. 


STATEMENT OF E. A. HUNTER, ADMINISTRATIVE ASSISTANT, 
UTAH POWER & LIGHT CO.; ACCOMPANIED BY C. L. OVARD, COUN. 
SEL, UTAH POWER & LIGHT CO. 


Mr. Hounrer. Mr. Chairman and members of the committee, I am 
E. A. Hunter, administrative assistant, Utah Power & Light Co. 
With me is my associate, Mr. C. L. Ovard, attorney with the company, 

I would like to reaffirm, for the record, the sincere intentions of 
the Utah Power & Light Co. to proceed with the development of its 
Kemmerer project in accordance with the construction schedules pre- 
viously announced. There is absolutely no justification or founda- 
tion for any contention that these schedules will not be met. in ac- 
cordance with our previous commitments. 

We have been aware of the deposits of subbituminous coal near 
Kemmerer, Wyo., for a number of years. In 1955, after we had made 
many preliminary studies, we made a thorough investigation of the 
coal reserves contained in the property of the Kemmerer Coal Co. 
We employed a well-know mining engineering and geology firm to 
make a thorough investigation, in conjunction with the Kemmerer 
Coal Co., as to the coal reserves in the Kemmerer area. 

This investigation showed that there were adequate proved re- 
serves for a 300,000-kilowatt plant, and we are confident that addi- 
tional coal can be made available to develop a plant of one-half 
million kilowatts in capacity. The first unit of this plant, 150,000 
kilowatts in size, we estimate will consume about. 600,000 tons per 
year and the plant, when developed to the ultimate 500,000 kilowatts 
planned, will consume in the order of 134 million tons of coal per 
year. 

Cooling water for condensing purposes is also absolutely essential 
to a modern steam plant and we made investigations which assured 
us that there was ample runoff water in the Hams Fork River, even 
with two successive dry years, that would provide, if we constructed 
a storage reservoir of 42,000 acre-feet, on the Hams Fork River, cool- 
ing water adequate for a steam electric plant of one-half million 
kilowatts. On August 1, 1957, we made our filing with the Wyoming 
State engineer to establish our priority and right to store and use 
water for the full development. The filing was approved on Feb- 
ruary 11, 1958. 

Because the Kemmerer subbituminous coal has a high moisture 
content, a comparatively low heat content and a marked tendency to 
slack readily and thus is difficult and expensive to ship, we decided 
on a plant location in proximity to the coal reserves, some 5 miles 
west of the town of Kemmerer, Wyo. 

We have acquired approximately 4,350 acres of land necessary for 
the plant as well as the reservoir site, and our design of the project 
is quite advanced, about $460,000 having been spent to date. We 
have completed detailed design of the dam and have $400,000 budg- 
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eted for expenditure on such dam this year. Invitations: to bid on 
the dam excavation, core trench, and concrete work for discharge 
outlet for the dam have already been mailed out. 

The contract, when let, will require work to commence by July 1, 
1959. We expect this work to be finished this year. Next year we 

lan to begin construction of the dam embankment, and we expect, the 
a to be completed and ready to store water by the runoff season 
in 1961 and to be full and provide water for operation in 1963. 

An order for a 150,000 kilowatt turbogenerator unit has been 
placed with the General Electric Co. We expect to start construc- 
tion of the generating plant proper by mid-1961 and have the plant 
in operation not later than the fall of 1963. 

I would like to clarify also for the committee the history and ef- 
fect of the power contract the Utah Power & Light Co. has with the 
Idaho Power Co. for the purchase of a block of firm power which 
has postponed the construction of the Kemmerer plant to the fall of 
1963. 

Senator O’Manonry. May I interrupt you at that point ? 

Mr. Hunter. Yes, sir. 

Senator O’Manoney. The phrase “which has postponed the con- 
struction of the Kemmerer plant to the fall of 1963” might be in- 
terpreted to mean the beginning of the construction. 

That is not your intent, is it? 

Mr. Hunter. The intent there is the date that the plant would be 
on the line, Senator. 

Senator O’Manoney. Because you said on page 2 in the last sen- 
tence of the third paragraph: 

Next year we plan to begin construction of the dam embankment, and we 
expect the dam to be completed and ready to store water by the runoff season 
in 1961 and to be full and provide water for operation in 1963. 

Mr. Hunter. Yes, sir, that is right. The effect of the Idaho Power 
contract would be to delay the in-service date of the Kemmerer No. 1 
until 1963. 

Senator O’Manonzy. So this phrase on page 3 to which I have 
referred, “which has postponed the construction of the Kemmerer 
plant to the fall of 1963,” really means which has postponed the 
completion of the construction. 

r. Hunter. Yes, sir. 

Senator O’Manoney. Proceed. 

'Mr. Hunter. When we first made the decision to develop the Kem- 
merer site, our load studies indicated that we would require 150,000 
kilowatts of generating capacity in operation in the fall of 1961 and 
an additional 150,000 kilowatts in 1963. 

In the fall of 1957, about the time we were completing the final de- 
tails of the contract between the Kemmerer Coal Co. and the Utah 
Power & Light Co. covering the purchase of a coal supply for a steam 
electric plant providing for the first unit to be in service in 1961, we 
received a final offer from the Idaho Power Co. to sell us 150,000 kilo- 
watts of firm power at a very attractive price. As a result of this 
firm power at a‘very attractive price. As a result of this offer by 
the Idaho Power Co., we asked the Kemmerer coal people if they 
would consider postponing the inservice date of the first unit of the 
Kemmerer steam plant for a 2-year period—1961 to 1963. The Kem- 
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merer coal people agreed to this delay upon the payment of. certain 
considerations. ra teen ag on December 30, 1957, Utah Power & 
Light Co. executed a contract with the Kemmerer Coal Co., providing 
for a coal supply based upon the first unit of 150,000 kilowatts being in 
service in 1963. However, under the terms of the contract, if neces- 
sary, we could still have the first unit in service as early as 1961 if 
required. 

aving secured permission from the Kemmerer Coal Co. for a 2- 
year delay in the construction of the Kemmerer plant from 1961 to 
1963, Utah Power & Light Co., on January 23, 1958, entered into a 
contract with the Idaho Power Co. providing for the purchase by 
Utah Power & Light Co. of 150,000 kilowatts commencing in October 
1961 and continuing through October 1967. 

Inasmuch as the delivery of power by Idaho was related to the 
development of Oxbow and at the time of contract negotiation be- 
tween the Utah Power & Light Co. and Idaho Power, there appeared 
a possibility that because of conditions beyond control of the Idaho 
Power Co. Oxbow might not be built, our contract contained a pro- 
vision that if there should be a stoppage, delay, or curtailment of 
Idaho’s construction program of such magnitude as to impair their 
ability to perform, Utah Power & Light Co. could cancel the Idaho 
agreement not later than October 1, 1959. The purpose of this can- 
cellation date was to give Utah Power & Light Co. time to go ahead 
with the Kemmerer development and have the plant in service by 
October 1961 if Oxbow power were not going to be available. It 
now appears that Idaho is going ahead and will have the Oxbow de- 
velopment completed ef 1961. “We plan, therefore, to have. the first 
150,000-kilowatt unit of the Kemmerer plant in service by the fall of 
1963 as contemplated in our Kemmerer contract, and not in 1961 
which would have been the case had Idaho failed to perform. 

The effect, and only effect, of the Idaho contract was to postpone 
the inservice date of the first unit of the Kemmerer project from 1961 
to 1963 and the second unit from 1963 to 1965. 

In order to give you an idea of the importance of the Kemmerer 
development to the power company, and obviously also to the State 
of Wyoming, we plan to spend approximately $34 million for the first 
unit and related transmission lines. Over $30 million of this will be 
spent in Wyoming. We estimate that the ultimate development will 
rare an investment in excess of $80 million, Approximately $70 
million will be spent in Wyoming, which we believe will add substan- 
tially to the economy of southwestern Wyoming. The operation and 
maintenance of the first unit of the plant will require a crew of about 
37 men whose annual wages will be about $205,000. Our annual coal 
bill for one unit based upon present-day coal prices will be approxi- 
mately $2 million. Property taxes will be about one-half million 
dollars per year, which is over 50 percent. of the total property taxes 
now paid in Lincoln County, Wyo. 

I would also like to comment, Senator, about some of the items re- 
ferred to in Commissioner Dexheimer’s, letter to Senator Anderson, 
dated April 16, 1959, which letter was an answer to a letter written 
by the witness to Senator Anderson on April 3, 1959. 

Senator O’Manoney. By “the witness” you mean yourself ? 
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Mr. Hunter. Yes;'sir;' I believe that the Bureau of Reclamation 
and I are in agreement on the chart which now shows the payout 
schedule’ of Palisades alone and- also Palisades and Burns Creek 
integrated financially, electrically, and hydroelectrically. 

Senator O’Manioney. May I interrupt you? You say you believe 
that you and the Bureau of Reclamation people are now, you think, 
in agreement. 

Mr. Hunter. Yes, sir. 

Senator O’Manonry. This chart? which you are going to use to 
cea your testimony, I see, was prepared by Utah Power & 
Light Co. 

Mr. Hunter. Yes, sir; copies of which have been given to the 
Bureau and it is my understanding that they are in substantial agree- 
ment with this. 

We are perhaps 1 year apart but 1 year in the period we are talking 
about is very insignificant. 

Referring to chart A, Palisades only, we see that the commercial 

wer investment would be paid off in 14 years, the irrigation power 
investment in 21 years, and the irrigation investment would complete 
the payout of the project in 33 years. 

Senator O’Manoney. The length of payment is represented on this 
chart by the length of the horizontal fine and not by the length of 
the vertical line ? 

Mr. Hunter. That is right. The vertical line represents costs of 
the project in millions of dollars and the horizontal scale represents 
years of payment. 

At the end of the 33d year of the Palisades operation, or at the end 
of the sen 1990, an annual surplus would result from the operation 
of the Palisades project operating alone. At the end of the year 2015, 
which happens to be the year that the two projects would be paid 
out if they were combined, at such time, Palisades alone would have 
built up a surplus as shown by the chart of $30,342,000. 

Senator O’Manonry. Do I understand this to mean that Palisades 
alone without Burns Creek would be completely paid out by 1990? 

Mr. Hunter. Yes, sir. 

Senator O’Manonry. And would then thereafter be building up a 
surplus for the Government ? 

Mr. Hunter. Yes, sir; which could be used if Congress so directed, 
to aid worthy. irrigation projects that might be proposed in our area. 

Referring to chart B, this represents the situation with respect to 
the payout of Palisades and Burns Creek and integrated in the man- 
her proposed by the Bureau of Reclamation. 

Senator O’Manoney. Proposed by the bill? 

Mr. Hunter. Proposed by the bill, and computed in the manner 
4snormaily computed by the Bureau of Reclamation. It is apparent 
there that the power cost of Burns Creek is a giant as compared to a 
Pigmy, when you compare it to the power costs of Palisades, the upper 
portion of the chart representing the power feature. 

Chart B shows that the commercial power investment of Palisades 
plus Burns Creek would require, instead of 14 years to pay off, 49 years 
with the two projects combined. The irrigation power would be paid 





+The chart referred to was previously submitted and appears on p. 58. 
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off in 53 years with the two projects combined as compared with 21 
years with Palisades alone, and the irrigation features, primarily the 
north side Minidoka, Michaud Flats, and Fort Hall project that 
would be repaid by the Palisades revenues would not be paid off until 
the end of 59 years. In fact they wouldn’t even start. to contribute 
anything to the payout of the irrigation costs until the end of the 
53d year. 

Senator O’Manoney. Do I understand you then, Mr. Hunter, that 
this chart B shows with respect to the payout period for the combined 
Palisades and Burns Creek project a period of 49 years which does not 
begin until about 1965 ? 

fr. Hunter. That is not quite’right, sir. It begins in 1957. 

Senator O’Manoney. That is why I am asking you the question, to 
get this chart clear in my mind. I observe that the vertical line on 
chart B shows for the cost of power $30 million, the same as is shown 
on Palisades alone, chart A, so I assume that the Burns Creek is not 
represented there at all. 

r. Hunter. I think I can clarify that. 

Senator O’Manonry. When does Burns Creek come ? 

Mr. Hunter. Burns Creek is assumed to come in about 1964, at 
which time, you see, the cost is raised from $30 million for Palisades 
alone up to about $75 million. 

Senator O’Manoney. I am sitting so far away that I must have mis- 
read the figure. Then the beginning of the payout period for the 
combination is in 1964, so that the time for payout extends from 1964 
to the year 2000-——— 

Mr. Hunter. 2015. 

Senator O’Manoney. I beg your pardon; 2015. Power I am talk- 
ing about. 

r. Hunter. Yes, sir, that is correct. 

Senator O’Manongy. Therefore, power on the combination of Pali- 
sades and Burns Creek will not be paid out according to your figures 
until the year 2005 and you say you and the Bureau of Reclamation 
are in agreement on that substantially ¢ 

Mr. Hunter. Yes, sir. 

Senator O’Manoney. All right. Palisades irrigation is the next 
portion of the chart. 

Mr. Hunter. Well, irrigation power. 

Senator O’Mauonry. Irrigation power. What do you mean by irri- 
gation power ? 

Mr. Hunter. Irrigation power is the power investment that does 
not pay interest; whereas the commercial power investment does. 

Senator O’Manoney. That is the investment for pumping ? 

Mr. Hunter. Yes, sir. 
sieaeeer O’Manoney. That won’t pay out then until about the year 

Mr. Hunter. 2009. 

Senator O’Manongy. Then the combined Palisades and Burns 
Creek irrigation = pays out in 2015. 

Mr. Hunter. Yes, sir. By the time that the combined projects 
would completely be paid out, Palisades alone would have accumulated 
a surplus of $30,342,000. 

Senator O’Manoney. The combination of the Palisades and Burns 
Creek would begin to accumulate surplus in 2015 or 2016, shall we say ! 
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Mr. Hunter. Yes, sir, that is correet, but in the meantime, there has 
been an expenditure of $50 million for the Burns Creek project. 

Senator O’Manoney. That is the additional expenditure. 

Mr. Hunter. Yes, sir. 

Senator O’Manoney, You are not taking into consideration any 
expenditures that may be necessary for Palisades in the meantime? 

here is one other comment that I think is important to make. The 
Bureau, because it has to consider certain criteria that have been set 
forth previously, pays off the interest-bearing investment first. We 
have made the payout study based on paying non-interest-bearing costs 
first. We have not included it here because of the fact the Bureau does 
it another way, but I would like to point out that by spending public 
money which costs the Government 4 percent to build a power project 
or a project that is 98 percent power, and by FOR HED ENS it with Pali- 
sades and paying off the interest-bearing component first, you post- 
pone the payout of the irrigation by 26 years, and certainly that 
postponement with repayment of $14 million of irrigation for 26 
years is a cost to the taxpayer. 

With respect to the payout of the combined Palisades-Burns, Creek 
irrigation cost—the chart B, Palisades and Burns Creek integrated— 
it would require 59 years from the beginning of the Palisades opera- 
tion to pay out the irrigation features, I think in my previous testi- 
mony I testified that this was 9 years beyond the statutory period set 
forth in the legislation, and Commissioner Dexheimer took issue with 
me. I still think my statement is correct. and I would like to refer 
that to Mr. Ovard who is an attorney and can cite the legal facts in the 
matter. 

Mr. Ovarp. I am already on record as Charles L. Ovard, attorney 
for the Utah Power & Light Co. We relied for Mr. Hunter’s state- 
ment that taking 59 years to pay off the irrigation benefits was con- 
trary to the authorizing legislation for the Palisades Dam. and 
Reservoir project, which is known as Public Law No. 864, on chapter 
1114, in 64-Statutes at Large, page 1114. Our information was taken’ 
from section IT of the act, subsection 3, which reads: 

There shall be in lieu of a 40-year period a basic repayment period of 50 years 
for repayment in the manner provided in the recommendations of the irrigation 
costs assigned for repayment by the water users. 

Senator O’Manoney. Will you identify that act a little more closely ? 

Mr. Ovarp. This is known as the Palisades Dam and Reservoir 
project, et cetera, chapter 1114, Public Law 864, was enacted as Sen- 
ate bill 2195, entitled, “An act to authorize the Palisades Dam and 

rvoir project, to authorize the North Side Pumping Division and 
related works, to provide for the disposition of reserve space in Ameri- 
can Falls Reservoir, and for other purposes.” 

Senator O’Manoney. What is the date of the act? You said Public 
Law 864, but you didn’t give the Congress. 

Mr. Ovarp. Senator, I am sorry, but the information I have in front 
of me does not seem to give the Congress either.. I have it here. It 
was the 81st Congress, 2d session. 

Senator O’Manoney. Thank you. 

Mr. Ovarp. We also would refer to the memorandum from the Ex- 
ecutive Office of the President, Bureau of the Budget, dated December 
81, 1952, directed to the heads of executive department and establish- 
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ments; Subject: Attached Bureau: of the Budget Circular No. A~47, 
which was directed to, among other department heads, the Secretary 
of the Interior, and I would refer to paragraph 14(a), which is titled : 

Length of repayment period.—Proposals for repayment of Federal investment 
in a program or project will be reviewed in accordance with the following 
standards— 


and quoting from section (a) : 

Rates and other charges for the products or services of a program or project 
shall be set so that repayment of the initial Federal investment in the program 
or project can be accomplished within a period equal to the useful economic life 
of the proposed program or project, but not longer than 50 years. 

Those are the two documents that we relied on for the statements 
that Mr. Hunter made to the effect that taking 59 years to pay off the 
irrigation investment in the Palisades-Burns Creek project indicated 
a period to be contrary to the authorizing law of the Palisades project. 

Mr. Honvrer. In Mr. Dexheimer’s letter that I have previously 
referred to in my testimony, the matter of the proper benefit-cost 
ratio to be shown was raised. In that connection I would like to 

int out what I think is an inconsistency in the computation of the 

nefit-cost ratio as shown on page 26 of House Document No. 147, 
85th Congress, 1st session. 

Senator O’Manoney. What is this document entitled ? 

Mr. Hounrer. “The Burns Creek Dam powerplant and reservoir, 
Palisades project, Idaho.” 

First let me refer to the method prescribed in the Bureau of the 
Budget’s circular No. A-47, dated December 31, 1952, for the com- 
putation of power benefits. 

In paragraph 8(H) (1) it is stated that— 

The value of energy to be produced shall be equal to the lower of two cost 
figures; (1) the cost of equivalent energy from the cheapest alternative source 
of energy, private, federal, or other, that is available or could be expected to 
develop in the absence of the project to meet the same power needs. Taxes 
and interest charges for this alternative source should be computed on a basis 

comparable with the cost; or, (2) value of power users considered as the high- 
est price they would pay and applicable especially where the cost of alternative 
power would be prohibitive for particular users. 

As I interpret the Bureau’s computation on page 26 of House 
Document No. 147, the cost of alternative power has been used in 
determining the power benefit. Included in the determination of 
this cost is 60,000 kilowatts of firm power. 

Now, the construction of Burns Creek would increase the average 
firm power by only about 17,000 kilowatts, and perhaps peaking firm 
power by 35,000 kilowatts at the most, so here we see an apparent 
inconsistency where they figured a benefit based on 60,000 kilowatts 
when the project itself will only produce about half that. Including 
the firm capacity and the energy, the Bureau arrives at a total cost 
of power for the computation of benefit of $2,741,000. To this they 
add the annual cost of the transmission lines from Burns Creek pow- 
erplant to the Goshen substation of $110,000, making a total cost of 
power used for computing benefits of $2,851,000, or 6.2 mills per 
kilowatt-hour. ; 

If we refer to Senate Report No. 861, 85th Con , 1st session, 
Calendar No. 888, we read that the estimated cost of power generate 
in steam plants delivered’ from Salt Lake City, assuming publie 
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financing for comparative purposes, is estimated to be 5.48 mills per 
kilowatt-hour. 

I submit that if this figure of 5.48, which appears to be the cheap- 
est alternative source, is used in the computation of the benefit-cost 
ratio after proper escalation of oe costs, et cetera, the benefit- 
cost ratio based upon 50 years and 214 percent interest would be only 
1to1. If a 3-percent interest rate were used in the computation the 
ratio would be 0.94 to 1. There seems to be some ground for the 
contention that 214-percent interest in the computation of this bene- 
fit-cost ratio is not adequate, because in the Bureau of the Budget’s 
Circular No. A-47 in paragraph 15, under the heading “Determina- 
tion of Intererest. Rate on Federal Investment,” it states: 


The interest for purposes of estimating reimbursements shall be calculated 
at a rate based upon the average rate of interest payable by the Treasury on 
interest-bearing marketable securities of the United States outstanding at the 
end of the fiscal year preceding such computation which upon original issue had 
terms to maturity not more than 12 months longer or 12 months shorter than 
the economical useful life of the project or part thereof in which the Federal 
investment is to be made. 


Senator O’Manonry. Will you read that again to define the pee 
required by the law to determine the amount of interest paid by the 


Government? ‘I ask that question because the Treasury Department 
is offering $5 billion worth of short-term bills and notes—I O U’s I 
call them—payable within a year from May 15 at an interest rate 
which will amount, according to the latest computations I have seen 
in the New York Times, to over 4 percent interest, 

Mr. Hunter. I will read again the provisions relating to interest. 


Interest for purposes of estimating reimbursements shall be calculated at a 
rate based upon the average rate of interest payable by the Treasury on inter- 
est-bearing marketable securities of the United States outstanding at the end 
of the fiscal year preceding such computation which upon original issue had 
terms to maturity not more than 12 months longer or 12 months shorter than 
the economical useful life of the project or part thereof in which the Federal 
investment is to be made. 

Senator O’Manoney. Is that the fiscal year 1958 now for this 
problem, or would it be a fiscal year yet tocome? Would it be deter- 
mined by the date of the initiation of the project, or the date of the 
ogo of the ere or some other date? 

. Hunrsr. I would interpret this to mean at the beginning of 
the fiscal year preceding the computation of the benefit-cost ratio, 

Senator O’Manoney. If the benefit-cost ratio is to be computed be- 
fore the project is authorized, that is one thing. If it is to be com- 

uted before the appropriation, that is another thing. I think we will 

ve to examine that to come to a conclusion. 

Mr. Hunter. Yes, I think so. In any event, the point I am trying 
to make is that I believe that the interest rate of 214 percent is not 
adequate. It should be at a higher rate. 

Senator O’Manoney. Certainly 214 percent is not the interest now 
being paid on marketable securities of the United States. It aver- 
ages more than 3 percent. 

Mr. Hunter. It is very close to 4, I believe, Senator. 

Senator O’Manoney. I was talking about these short term. 

Proceed. Or does that finish your statement ? 

Mr. Hunter. That concludes my statement. 
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Senator O’Manoney. Senator Church ? 

Senator Cuurcu. Just one question, Mr. Chairman. 

Mr. Hunter, you say in your statment.on the first page : 

I would like to reaffirm, for the record, the sincere intentions of the Utah 
Power & Light Co: to proceed with the development of its Kemmerer projects 
in accordance with the construction schedules previously announced, 

Then on the second page you go on to explain that those schedules 
will put the first unit of the steam plant in operation in 1963. 

That is correct, is it not ? 

Mr. Hunter. Yes, sir. 

Senator Cuurcu. Those contract commitments and the schedules 
are not affected by the Burns Creek Dam; that is to say, this commit- 
ment is unconditioned by the Burns Creek Dam? 

Mr. Hunter. As far as the actual placing in service a steam plant 
of 150,000 kilowatts at Kemmerer, Wyo., that would be true. 

Senator Cuurcn. That is what I wanted to know, as to the con- 
struction of this unit according to your contract in 1963, so that 
if the Congress were to authorize the Burns Creek Dam, it would not 
effect a delay or postponement as to the construction of that unit ? 

Mr. Hunter. I believe that is right. But I would like to elaborate; 
and that is that there is a marked difference between a 150,000-kilowatt 
plant operated at a high-load factor and a 150,000-kilowatt plant oper- 
ated at a low-load factor, which can very well happen if the Burns 
Creek project is built and dilutes the amount of steam power that 
would be required. 

Senator Cuurcu. The Burns Creek project if it were authorized 
and constructed according to present schedules, or really to optimum 
schedules, would come into operation in 1964, would it not? 

Mr. Hunrer. It would be in service in the fall of 1963 in time to 
meet our winter peak, and 1964 would be the first full year of operation. 

Senator Cuurcu. 1964 would be the first full year of operation. 
Therefore, you anticipate that in any case you will have the first unit 
of the steam plant constructed and in operation at Kemmerer prior 
to the time that Burns Creek would go on the line? 

Mr. Hunter. I think that is correct. 

Senator Cnurcu. Thank you. 

That is all, Mr. Chairman. 

Senator O’Manoney. You made your filing with: the: Wyoming 
State engineer for your water right ? 

Mr. Hunter. Yes, sir. 

Senator O’Manoney. How large is the water right ? 

Mr. Hunter. It is a right to store between 42,000 and 43,000 acre- 
feet of runoff water. 

Senator O’Manonry. This was approved by the State engineer on 
February 11, 1958 ? 

Mr. Hunter. Yes, sir. 

Senator O’Manoney. Has there been any opposition to it since 
that time ? 

Mr. Hunter. I will refer that to the attorney. 

Mr. Ovarp. No; there has been no opposition to it at all, Senator 

Senator O’Manoney. You think you have a prior right ? 

Mr. Ovarp. There is no doubt about it. 
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Senator O’Manoney. You testified that you have spent $460,000 to 
date. What was the object of this expenditure? 

Mr. Hunter. We purchased about 4,350 acres of land. 

Senator O’Manonery. Where? 

Mr. Hunter. To provide land for the plant site, land that will be 
flooded when the reservoir is full. 

Senator O’Manoney. And that reservoir is in Wyoming? 

Mr. Hunter. Yes, on Ham’s Fork Reservoir, about 14 miles up- 
stream on Ham’s Fork from the town of Kemmerer, Wyo. That ex- 
penditure also includes the preliminary engineering to determine the 
stability of the dam site. We have had core drilling. We have had 
an outside engineering firm making studies in the field, all of which 
is covered by the $460,000. 

Senator O’Manoney. Have the reports from those engineers been 
received ¢ 

Mr. Hunrer. Yes, sir; it is on the basis of those reports that we de- 
cided to go ahead. 

Senator O’Manoney. Are you satisfied now that you have a good 
dam site? 

Mr. Hunter. Yes, sir; we are. 

Senator O’Manoney. The budgeted $400,000 is for what sort of 
expenditure ¢ 

You say: 

We have completed detailed design of the dam and this $400,000 budgeted for 
expenditure on such dam this year. 

For what purpose ? 

Mr. Hunter. We are going to excavate for a core trench. We are 
goin to put in the core. We are going to build the concrete discharge 
outlet which will have to be built before the dam is brought up to 
ily and those are the principal items included in this expenditure 
this year. ‘ 

Senator O’Manoney. Your statement says: 

Invitations to bid on the dam excavation, core trench, and concrete work for 
discharge outlet for the dam have already been mailed out. The contract, when 
let, will require work to commence by July 1, 1959. 

When must the bids be in ? 

Mr. Hunter. I will have to refer that question to my associate. 

Mr. Ovarp. Just as we were leaving these bids were mailed Saturday 
_ my best information on that is that they must be returned by June 


Senator O’Manoney. Is there anything to prevent their being re- 

turned by that time ? 
_Mr. Ovarp. No; most of the contractors have already been over the 

site for the reservoir. 

Senator O’Manonry. Is there any reason why you cannot begin 
work ” July 1, 1959? 

Mr. Ovarp. None that I know of. 

Senator O’Manoney. Mr. Hunter? 

Mr. Hunter. None that I know of, sir. 

Senator O’Manonry. Is it your intention to commence this work by 
July 1, 19592 

. Hunter. Yes, sir; it is. 
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Senator O’Manoney. Is there anything in the contract by which you 
could escape the obligation ? 

Mr: Ovarp. This contract that we are speaking of, Senator, will be a 
contract that the Utah Power & Light Co. will enter into with some 
independent contractor. 

Senator O’Manoney. Yes. 

Mr. Ovarp. To build the dam according to plans and specifications 
that we will furnish, and among other things will obligate the success- 
ful contractor to begin work on the dam not later than July 1, 1959. 

- Senator O’Manoney. You see no contingency for delay in this 
contract ? 

Mr. Ovarp. None whatever. 

Senator O’Manoney. Mr. Hunter? 

Mr. Hunter. No, sir. 

Senator O’Manoney. You want this committee to understand that 
it is your firm purpose as a result of these invitations to bid which were 
mailed last Saturday to enter into contracts with the successful bid- 
ders requiring them to commence work by July 1, 1959? 

Mr. Hunvter. That is our full intention. As you know, the con- 
struction season in Wyoming is rather short and we are very anxious 
to get this work started so we can get this phase of the work completed 
this summer. 

Senator O’Manonry. Do you have any reservation by which that 
could be delayed ? 

Mr. Hunter. None whatever, sir. 

Senator O’Manoney. On page 3 of your statement, at the end of th 
second long paragraph, your sentence is: 

However, under the terms of the contract, if necessary, we could still have 
the first unit in service as early as 1961 if required. 

This of course refers to the contract with Kemmerer Coal. 

Mr. Hunter. Yes, sir. 

Senator O’Manonry. Is there any possibility of further delay be- 
yond 1963? You have already secured this 2-year delay and the Kem- 
merer Coal Co. agreed to that, but you now tell us that you are expect- 
ing the first unit of 150,000 kilowatts to be in service in 1963, so I am 
asking you, is there any possibility of additional delay in 1963 as there 
was when you got this delay for 1961 ? 

Mr. Hunter. I can see no possibility of delay. 

Senator O’Manoney. I am trying to make you give testimony of a 
firm intention to go through with this Kemmerer project. 

Mr. Hunrer. As I have already testified, we have absolutely firm 
intentions of building this project and to have it in service in 1963 
and I can see no possibility that, it will be delayed. However, I can 
see a possibility of a plant built there which in the beginning may 
be relegated to a position of a peaking plant perhaps if the Burns 
Creek project goes in. The reason I say that is that at the pret 
time we have steam plants located in the coalfields in Carbon County. 


We have a plant at Orem, Utah. . Carbon County is in Utah. We 
have a plant at Salt Lake City. 

. Senator O’Manoney. I would interpret that statement to mean that 
even if Burns Creek were built its effect upon your project at Kem- 
merer would only be to reduce your output to peaking. power? 
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Mr. Hunter. Yes, sir; and I was trying to illustrate what I meant. 
There is certain relationship as to the amount of energy generated 
with respect to its location to the load. The Salt Lake City area takes 
a large portion of our power generation and if power indirectly as 
a result of the Burns Creek construction is made available in the Salt 
Lake City area, then these more remote plants I think will have to 
have their generaton reduced. 

Senator O’Manonry. What is your general outlook for the expan- 
sion of the demand for power in the area that Utah Power & Light 
serves and the area which it would like to serve? 

Mr. Hunter. We foresee the need of a 150,000-kilowatt unit in 
1963. This is in addition to the 150,000 which we purchased from 
Idaho on a 6-year basis. We anticipate that we will need another 
150,000 kilowatt unit by 1965 and a block of power of about that 
magnitude in 1967 or 1968. 

enator O’Manoney. Do you anticipate that the 6-year purchase 
from Idaho Power will have to be terminated ? 

Mr. Hunter. We plan on terminating it at that date. We have 
a contract which provides that it will be terminated as of that date. 

Senator O’Manoney. Then this Kemmerer Coal project will be 
in a sense partially a substitute for the power you are now getting 
from Idaho by reason of Oxbow? 

Mr. Hunter. That is right. The first and second units will re- 
place what we are now committed to buy from Idaho? 

Senator O’Manoney: And the growth of the State of Idaho will 
take care of the market for Idaho Power Co. to sell your 150,000- 
kilowatt amount in the future after your 6-year period has expired ? 

Mr. Hunter. I think that is correct. 

Senator O’Manoney. I don’t want to lead you. 

Mr. Hunter. I think I would like to make a comment on that. 
As Idaho’s load grows they are going to have a need for more power, 
which is the reason they have withdrawn 150,000, kilowatt: by con- 
tract from us. 

Senator O’Manoney. They have withdrawn it from you? 

Mr. Hunter. In 1967. 

Senator O’Manoney. Do I understand you to mean that they have 
taken the initiative in withdrawing that power? 

Mr, Hunter. Only to the extent that that is one of the provisions 
of the contract which both parties signed. 

Senator O’MaHoney. The original contract was for 6 years and 6 
years only ? 

Mr. Hunter. That is correct. 

Senator.O’Manoney. That was the intention of the Idaho Power 
Co. and it made it necessary,,for you to find another source of 150,000 
at least? That is why you made the contract with Kemmerer? 

Mr. Hunrer. That is right. .The Idaho contract postponed the 
need of Kemmerer by 2 years, from 1961 to 1963. 

. Senator O’Manoney. Do.you believe that if Burns Creek were built 
it would cut into your market ? 

ir. Honrer.. Yes, sir, Ido... As one of the witnesses has already 
testified, Burns Creek power, would be fed into a, common power 
market area, where power is interchanged and sold between. the 
various companies in this area, two of the largest companies of course 
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being the Idaho Power Co. and Utah Power & Light Co. If this 
power from Burns Creek is put into the area and there is also in the 
area, adequate power at that time to take care of the load, this Burns 
Creek power in effect is going to precipitate some surplus power. If 
there is surplus power in the area one of two things is going to 
happen: either water is going to waste down the river through plants 
that have the capability to use it, or less coal is going to be mined 
in the area. I am sure that surplus hydropower is not. going to be 
wasted, that it will be sold at a distressed power price to undercut 
steam-generated power. 

Senator O’Manoney. In other words, you are saying that if the 
Burns Creek unit is built now at this time, it will prevent this de- 
velopment: of the Kemmerer Coal Co. by taking the market for the 
ae ah will be developed in 1963 if you are permitted to go 
throug 

Mr. Hunter. I would not say it would prevent the development of 
the project, but it certainly would dilute the amount of coal that 
would be mined for the operation of the Kemmerer plant. 

Senator O’Manoney. It would dilute the amount of power? 

Mr. Hunter, Yes, sir. 

Senator O’Manonry. In other words, it would injure the market, 
in your judgment ? 

fr. Hunter. Yes, sir. 

Senator O’Manonery. Are there any other questions? 

Senator Cuurcu. No questions, Mr. Chairman. 

Senator O’Manoney. Thank you very much, Mr. Hunter. 

Mr. Bennett, have you any comment to make upon the analysis of 
the new chart ? 


STATEMENT OF N. B. BENNETT, BUREAU OF RECLAMATION, 
CHIEF, PROJECT DEVELOPMENT DIVISION, AND HAROLD T. NEL- 
SON, BUREAU OF RECLAMATION, DIRECTOR REGION L, DEPART- 

MENT OF THE INTERIOR 


Senator O’Manonry. Whenever is the appropriate time. It is the 
appropriate time now. The subject is fresh. 

Mr. Bennett. I am N. B. Bennett, Chief of the Project Develop- 
ment Division of the Bureau of Reclamation. I have with me Mr. 
Harold Nelson, regional director, region 1, headquarters at Boise, 
Idaho. We did not plan, Senator, to make a prepared statement, 
but in view of some of the testimony which has been given here this 
afternoon I believe we must respond. 

Senator O’Manonery. Mr. Hunter said at the beginning, in effect, 
that he felt that the Bureau of Reclamation and he had come to almost 
identical figures, that there was only a difference of about a year, and 
that he regarded it as not being very important. 

Mr. Bennett. That is correct. 

Senator O’Manonny. That is what you told me on the telephone the 
other day, is it not ? 

Mr. Bennett. That is correct: Insofar as the payout of Palisades 
alone is concerned, and insofar as'the payout of the combined Burns 
Creek-Palisades is concerned, we are in agreement with the exception 
of approximately 1 year, which is of minor significance. I believe that 
























BURNS CREEK PROJECT 9] 





the chart which the Utah Power & Light Co. have furnished is an 
accurate representation of our payout studies. 

Senator O’Manonry. Would there be any difficulty in reproducing 
this chart in hearings, Mr. Lineweaver ? 

Mr. Goopricn W. Lineweaver (professional staff member). I think 
we would probably delay the printing, but I imagine we can get them. 

Senator O’Manonry. We cannot get the color. 

Mr. Hunter. I have a small reproduction of that. 

Mr. Lineweaver. Without the color ? 

Mr. Hunter. Yes. 

Mr. Lineweaver. That is what we would like to have. 

Senator O’Manoney. Will you leave them with Mr. Lineweaver and 
we will have this in the record 

Mr. Hunter. Yes, sir. . 

Senator O’Manoney. I would like to print a chart on which the 
witnesses agree. 

Mr. Bennetr. There has been printed in the past, Senator in hear- 
ing, a chart very similar.* 

Senator O’Manoney. Yes. I understand the color, of course, is.a 
difficult thing. 

Allright, Mr. Bennett, you may proceed. 

Mr. Bennerr. I would like to comment on several factors which 
have been raised this afternoon. First, in connection with Public 
Law 864, 81st Congress, which is the act of September 30, 1950, that 
was quoted a while ago as the basis for an opinion that it was illegal 
to go beyond a 50-year period in the repayment of irrigation costs of 
Palisades. The section which was quoted happens to pertain to the 
authorization of what is known as the Northside pumping Division 
of the Minidoka project, and the portion of the act which was read 
applies only to the length of time which the irrigators themselves 
have to pay the costs that are assigned to them to pay. It has nothing 
to do whatsoever with the time of payout of either power or the irri- 
gation allocation of the Palisades project. We have checked these 
points many, many times with the Solicitor’s Office of the Department 
of the Interior and you will find in section 1 of the act that the 
Palisades project.is authorized in accordance with reclamation Jaw, 
and there is no time given in reclamation law under which power facili- 
hes must be repaid. There is no time given in reclamation law under 
which irrigation assistance must be paid. Always these points are 
brought to the attention of the committees in our testimony on author- 
lation bills. We do our best to estimate at that time the repayment 
periods that will likely prevail. I know of only one act of Conaveus 
that requires a specific period of years for paying out power invest- 
Ment and that is the authorization of the Upper Colorado River 
storage Boulet. 

Secon ly, on this question of computation of benefits, a portion of 
Budget Circular A-47 was read into the record. The next section of 
fee was not so read into the record, and I think it should be commented 

n. 

_ The next section of A-47 states that the Bureau of the Budget will 
issue to the Federal agencies annually the interest rates which they are 


See chart in Utah Power & Light letter dated Apr. 3, 1959, p. 58. 
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to use in making their computations. That has been certified to us 
annually, the last one being September 4, 1958, which we use up until 
we receive the next certification. ‘That happens to be 24% percent. 

Senator O’Manoney. Do you have the certification here? 

Mr. Bennett. I have the letter right here before me. 

Senator O’Manoney. Would you put it in the record? 

Mr. Bennett. I will be happy to put it in the record. 

(The document referred to follows 9) 


EXecuTIVvVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., September 4, 1958. 
The honorable the SECRETARY OF THE INTERIOR. 

My Dear Mr. Secrerary: Section 15 of Bureau of the Budget Circular No, 
A-47, issued December 31, 1952, sets forth the procedures to be used in calculating 
the interest rates to apply in. estimating reimbursement on Federal investments 
in proposed water and related land resources programs and projects. Under the 
provisions of the circular, the interest rate for projects having an economically 
useful life of longer than 15 years is calculated by the Treasury Department to 
be 2% percent as of June 30, 1958. 

Since the question of the appropriate interest rate for planning water resources 
projects is still under consideration in connection with possible revisions of 
Budget Circular No. A-47, you are advised that information in reports on pro- 
posed water resources projects should continue to be presented: on the basis of 
a 244-percent interest rate during the fiscal year 1959. 

Sincerely yours, 
Roger W. Jones, Acting Director. 

Senator O’Manoney. That certification was made on September 
4, 1958, at 214 percent. 

Mr. Bennett. For use during fiscal year 1959. 

Senator O’Manoney. Who signed that? 
ts - Bennett. Roger W. Jones, Acting Director, the Bureau of the 

udget. : 

Senator O’Manoney. I think I will write a letter to Mr. Jones. 

Mr. Bennett. This question of interest. rate is one which has been 
difficult to handle for many years. We have received authorizations 
from the Congress for many, many projects, each of which spelled 
out in slightly different terms, different interest, rates, all of which 
are required to be certified to us by the Secretary of the Treasury, 
the bulk of of those starting clear back in the 80th Congress with the 
Kennewick division of the Yakima project. The bulk of. them are 
running at od aac ita, Pepoent. I have a list of all of the 
language that has ever been used for these purposes in all of the au- 
thorizing acts. With two exceptions, they are now being certified 
to us at approximately 2.6 percent, The ecretary of the Treasury 
carries the amount generally to four decimal points, but they come 
out at about 2.6 percent. The only two acts which are an exception to 
this rule are the authorizing act for the Upper Colorado River stor- 
age project where the rate is certified on an annual basis and has gone 
from 2% percent, which was applicable some 2 years ago, to ap- 
proximately a year ago where it was 3% percent, and is now down 
to 31% percent. The Small Reclamation Project Act of 1956 is on 4 
similar basis and the most recent certification we received is at 3 
percent, . 

These are figures from the Secretary of the Treasury based upon 
the requirements of the authorizing act, so in our utilization of 2% 
percent for computation of benefit-cost ratios I must question the 
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statements that were made. I think our computations are reason- 
able under, the rules handed, to us and I\think they are accurate. I-do 
not know whether a computation today, based on a 50-year period 
and /3. pereent. interest for Burns Creek, would: give a 1 to 1 ratio. 
We do not make that kind of a computation. Our most recent com- 
putation, based, upon current costs and our usual 38, of 244 per 
cent, 100, years, shows a very favorable ratio for Burns Creek--1.34 
3 . s 


Senator Cuvrcu., Mr, Chairman, may I ask a question at’ this 

int (. : 
Senator O’Manoney. Surely. | 3 + ebaol- 
Senator Cuuncu. Mr. Bennett, in connection with this bill, is-it 

not’ the, case that the bill and the computations connected, with, jit 


have been submitted to the Bureau of the Budget for the examination 
of the Bureau of the Budget ? | 


. Mr. Bennerr.., Yes, sir; they have. 









































Senator Caurcu. Two years.ago, when the Senate approved the 
Burns Creek bill, I recall that ny the approval of the Bureau of 
the Budget, At the present time, does this bill not also have the ap- 
proval of the Bureau of the Budget? 









































































































a Mr. Bennett. I believe the Budget Bureau approved by letter 
about a week ago. | 
Senator Cuurcu. Do you know of any reason, then, other than you 
have already alluded to, to question the Jegalit of the project. in 
er terms of its full compliance with existing Federal law ? 
Mr. Bennett. We have no question whatsoever. 
Senator Cuurcu. Thank you, Mr. Chairman. 
Mr. Bennett. For a: full understanding of this repayment aspect 
the there are three laws that must be considered, the basic reclamation 
law, the authorization—I really should term it the reauthorization 
: of the Palisades project—together with the Northside Minidoka 
een pumping unit and the authorization of the Michaud Flats irrigation 
ons project, and Fort Hall Indian Reservation part of the Michaud proj- 
lled ect. You have to consider all three together along with the proposed 
rich bill on Burns Creek. It takes four documents to be studied very, 
ury; very carefully to decide exactly what are the repayment requirements. 
the This we have done and we are firmly convinced that our analysis of 
are Burns Creek is in-strict accordance with existing law and in strict 
the secordance with what the Burns Creek legislation would require. 
) all: There was one other factor that was spoken of as an inconsisteney, 
ified | which we do not believe to be such. The Federal Power Commis- 
sury sion provided us with the power values to go along with benefit com- 
some putations at Burns Creek, and we believe the figures against which 
onto § those values were applied are very reasonable and completely con- 
stor- sistent, with the ral policy of the Federal agencies. 
gone As a matter of fact, recent computations of the benefits at Burns 
) ap k would show them to be greater than those which we used to 
down | ¢ompute the 1.34 to 1 just presented, so I think we are being 
on 4 conservative. 
t 3% It seems to me that the big problem which is to be considered here, 
Meognizing, as I do, being a former Wyomingite, ae been born 
upoh } and raised and lived most of my life there, is seeing that the resources 
if uh of Wyoming are developed, but I am not able to see on the basis of 
mn ! 
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the information available to me today how the eonstructioti ef Burns 
Creek could have any possible effect: on the construction of the Pro- 
steamplant at Kemmerer. 

I think they are two complete untélated and diffetent ptobléms 
Mr. Nelson has recently salatyaed the power loads to be anticipated 
from. the existing customers, if you ‘please, that are now customers of 
the Federal Government in southern Idaho, and he finds that in order 
to meet that-load alone we must have Burns Creek on the line start- 
ing in’ 1966 and that.their loads will exceed ‘the capabilities of the 
combined Federal system in southern Idaho by about 1972. If these 
are loads to be served which are now served by the Federal Gov- 
ernment and are to be served by continuing Federal Government sup- 
ply of power, it cannot possibly in my judgment have’ an effect on 
the Kemmerer steamplant. © © 

True, if the Utah Power & Light, or the Idaho Power, ‘in whose 
market area most of these customers are, are the agencies to serve 
these incréased loads, then that is a different question, but ‘these peo- 
ple now have contracts for ‘power with the Federal Government and 
we believe that they should continue to receive from the Federal 
Government power to meet their growing loads. 

Senater. O’Manoney. Do I understand you, then, to mean, Mr. 
Bennett, that in your considered opinion after the survey Mr.’ Nelson 
and the staff of the Bureau of Reclamation you believe that there is 
a growi ng market for power in this area that will demand the entire 
output of Federal power projects now ne and nea Burns 
Creek if itis built? . 

Mr. Bennett. That-is correct. 

Senator O’Manoney. It is your opinion, then, that. Burns Creek 
would not invade the market supplied by Idaho Power Co. or Utah 
Power Co. even with the Kemmerer coal Plant: built? 

‘> Mr. Bennett. That is our oe 

‘ Senator O’Manoney. On what d ted toe base that opinion? 

- Mr. Bennert. On the anticipated load growth of our present cus! 
Comets alone, forexample. ~ 

Senator O’Manoney. I'am trying now to Bet, some justification for 
your estimated load’ growth. - 

Mr. Bennerr. Assuming an annual ‘load growth of only 8 percent 
on the part of our present commercial customers in the‘southern Tdaho 
Gres that load wi ‘grow beyond our ability to serve inelading Burns 

re 

«Senator O’Manowny: Whit is ‘the : basis ‘for the’ assemption that 
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there willbe a growth of only 8 percent?” p 
(oMx Bewnert.” Historical tay. Rave: bebe growing aivd with’ the 
amounts of power ‘which ‘they havé been taking,’ every indication P 






brea to a continued growth ahd really a little accelerated Browth’ ont 
e part of these commercial customers; °°" 
0) Senator O’Manoney. Iam-trying to get some of the indiéations. 
‘Mr. Bennert.'The mere fact-that; their present demands: 
right pore. their contracts with Us, is a very good | eeinpagae oF thei 






/ 







“Senator 9 OPMarions, ‘Who are these customers ph 


t to deo 






al isd: bee aigyal 








i See ee ee a a 





‘BURNS (CREBK PROJECT 95 


STATEMENT OF HAROLD NELSON, REGIONAL DIRECTOR, BUREAU 
if 0) ¢ OF BECLAMATION 


Mr. Nexson. Mr: Bennett has asked me, Mr. Chairman, to respond 
to your question for a list of customers... dell voamA i 
. Chairman, my name is Harold Nelson, regional director of the 
Bureau of Reclamation.. Some of these customers have been with us 
since 1912, so we have-a pretty good indication\of what. their load 

attern is, and they are primarily confined to;the Minidoka project. 
There are about 16 REA’s and municipalities, I. would be ged to 
furnish this complete list for the record, or I will be.glad to read them. 
- Senator O’Manoney. I was not interested in the individual users. 
I was trying to get at the time. You say several REA’s and several 
municipalities. Of course REA and municipalities are preferred 
power users, 

Mr. Netson. That is correct. I should add there are also three 
REA’s and one municipality in the Utah power service area that have 
at some time in the past been served by the Utah Power Co., namely, 
the city of Idaho Falls, and three REA’s, including one that serves 
the Jackson, Wyo., area, called Lower Valley REA, those four also are 
now taking power from Palisades project. 

Senator Cuugcu. Mr. Nelson, may I ask at this point if any of 
the customers that are now taking Palisades power are purchasing any 
power from the Utah Power & Light Co. at the present time? 

_ Mr. Nexson. Yes; I believe that the city of Idaho Falls is about 
to exceed or has exceeded the contract that hey have with the Federal 
Government, that is, we are no longer able to supply the city of Idaho 
Falls with a firm power requirement, so we have asked them to make 
alternate arrangements if they possibly could, and. I presume the 
city of Idaho Falls has. . 

enator Cuurcu. Have you projected a curve growth based upon 
your previous years of experience with the preferred customers that 
are now purchasing from Palisades ? 

Mr. Netson. Yes; we have. Just the commercial customers that 
are purchasing power from a long-standing Federal system in south 
Idaho, and from about 1957 to 1966 we could have projected it on 
back—the total was about 40 megawatts additional peak and that will 
go up on about an 8 percent annual load growth pattern until about 
1972, which exceeds the added firm power from tare Creek. 

About the year 1972 we will have a growth of a total of 80 megawatts. 

Senator O’Manoney. What is the basis of your assumption of an 8 
percent growth? Why do you reach that conclusion ? 

Mr. Nerson. We have taken the record of these customers in the 
past years plus their own estimates of their load growth. 

enator O’Manonry. Doyou have any new customers? 
Mr. Netson. No, sir; these are just the customers that we have now. 
Senator O’Manoney. The municipalities grow, the population 
ows, and of course the use of power expands. REA’s grow. The 
armers put in new electrical equipment of one kind or another and 
mst need more power and they expand, but is there any sign of poten- 
tial growth in the.area which you have computed ? 
Mr. Netson. Yes. We have computed the normal load growth pat- 
tern of the existing customers. 
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Senator .O'Manoner. Apparently you haven’t gone into the field 
that I have in mind. You thave made this computation upon the 

rcentage that you found in the increased demand during past years 
knd that‘is the lowest and ‘you assume that will go on. 

Mr. Nexson. Thatiscorrect.. _ 

Senator ‘O’Manonry, Take your commercial demand. That I 
would say would mean use by businesses of one kind or another, 
pay pe oy Have any new businesses or industries come in 
| ; Netson. Yes, sir. 

Senator O’Manoney: Do you have any new users of that kind? 

Mr. Newson. Yes, there are. new customers in the territory of these 
various: REA’s, and municipalities. For instance, the development of 
the Minidoka Northside Division, something like 87,000 acres of new 
irrigable land has brought in agricultural processing and so forth, but 
it is primarily the load growth of the folks that are our customers 
now without taking into account any unexpected or unanticipated de- 
velopment, and I might add, Mr. Chairman, that when related to the 


growth pattern that is foreseen for the entire Columbia River Basin 
as a whole, it a rs to be a very conservative estimate. 

Senator O’Manonry. Are you telling the Utah Power & Light Co. 
here today that they can go confidently ahead with the construction of 
this ns Fork Reeorsbie and Dam and fear no loss from Burns 


Mr. Nxtson. Sir, in my considered opinion I believe that to be so. 
LTenjoyed the presentation of the folks from Wyoming. Ihave enough 
dence in the development picture that I see ahead in the North- 
west to know that before too many years we are going to have to have 
a large thermal electric component in order to make a better use of 
our hydro. There isa prediction for the Columbia River, for instance, 
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that by 1985, 40 percent of our hydro/base will have to! be supplied by 
thermal, and that will require for the whole Columbia River Basin 
about 10 million kilowatts in new thermal, and I have a projection that 
was made by Bonneville Power Administration dated April 1, 1958, 
that indicates that even conventional steam will not be enough. They 
project even nuclear. So it seems to me that the future for thermal 
coupled with our hydro resource not only in the Snake River Basin, 
but in the Columbia River, of which the Snake River is a part, is such 
that plants like that Kemmerer plant should fit into that picture. 

Senator O’Manoney. You see a new market in the West for all types 
of power supplied by all types of fuel—waterpower, public and pri- 
vate, petroleum, natural gas, and coal ? 

Mr. Netson. I most certainly do. 

Senator O’Manoney. Do you have any reservations on that? 

Mr. Nexson. No, sir. We have 10 percent of the area and 3 percent 
of the population, and the population has been increasing in the North- 
west at a faster rate than the rest of the country, so I can see that good 
economic thermal developments are certainly in the picture. 

Senator Cuurcu. Mr. Chaiveahs I wonder if the projection to which 
Mr. Nelson and Mr. Bennett have referred, showing that based upon 
past experiences the market will grow to the point where there will not 
only be need for the Burns Creek power, but all of it will be in demand 
at the time that the Burns Creek Dam goes on the line, based solely on 
the customers now being served by the Palisades Dam, might not ap- 
propriately be made part of the record ? 

r. Netson. I will be glad to do that, sir. 


Senator O’Manoney. Without objection that will be made a part of 
the record. 
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«Senator Cutrcu. I should also like to\ask, Mr. Chairman, that the 

customers that are being served by Palisades, the same customers, who 

will be served by the Burns Creek project, be included, as appropriate 

schedule: in the record together with, the information showing the 

amounts of power sold to these customers in the year 1958. 
Senator O’Manonry. Without objection that is so ordered, 

(The document referred to follows :) 


Commercial power contracts 


Contract rate 
of delivery, Highest recent maximum demand, kilowatts . 
kilowatts : 
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Senator Cuurcu. Mr. Nelson, I wonder if you could give this 
committee some information concerning the importance of the Burns 
Creek Dam to the economy of the area, the kind of customers who 
will be served, and the reasons why it is so important for them and for 
the State that, hydropower be made available to them; that is, the 
difference ‘in rates that they will have to pay for the hydropower as 
ie to what they would have to pay if only thermal power 
ere available? : 

Mr. Netson. Yes, I will be glad to do that, Senator Church. The 
firm output of Burns Creek, which I think has been accurately. re- 
ferred to by Mr. Hunter, is of course only a part of the output that 
will be used in the area, and I would have to add this: That if Burns 

Is not built it does not follow that that part of the ener, 
that we know would be made available from’ Burns Creek could 
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econontically supplied by'a fuel plant for the reason that in addition 
to something like 144 million kilowatt-hours of year-round. firm, 
which I think comes out to be about 17,000 kilowatts, ‘there is in ad- 
dition about 154 million kilowatt-hours of what we call irrigation 
season firm. 

That energy is available due to the release of water from Palisades 
for irrigation purposes and can be used to generate power that fits 
the irrigation season. Therefore, it can be used not by industrial 
loads, or by municipal loads, but ideally fits irrigation ponpene. It 
happens that in Idaho over the long pull, and we are not only listing 
this. project for 5 years or 10 years, but over the 50-year payout 
period, 40 years, plus 10 years’ development period in the case of 
water users, there is a potential of several hundred thousand acres 
of undeveloped sagebrush land that can be developed by pumping 
and that 154 million kilowatt-hours could serve about 120 to 140 
thousand acres of land. We have found from the economics of our 
Minidoka Northside Division, which is using a substantial block of 
the irrigation season secondary——we call that irrigation season firm, 
but it is really secondary, and it is not available throughout the 
ore -iaere are about 70 million kilowatt-hours a year now being 

that project for irrigation purposes using the rate structure 
based on hydrogeneration. 

In other words, we are able to furnish that delivered to the water 
user pumps for something like 4.7 mills, 

Senator Cuurcu. May I ask at that. point, we are talking now 
oa farmers who are using this power to pump water on to their 

ands, | 
' Mr. Nexson. Yes, sir. 

Senator Cuurcu. And you are delivering it at 4.7 mills from 
Palisades ? : 

_ Mr. Nerson, Yes, sir. 

Senator Cuurcu. When Burns Creek is built and integrated will 
the — Creek power be sold at the same rate as the Palisades 

wer 
PM. Nexson. Yes, sir. 3 

Senator Cuurcu. So you would anticipate then that you would be 
able to deliver to these farmers 4.7-mill power from Burns Creek? 

Mr: Nztson. That is correct, sir. 

Senator Cuurcu. Can you give us a comparison between that 4.7- 
mill power for the farmers delivered from the Government system 
and what these farmers would have to pay for power from the Utah 
Power & Light system, based on the rates that they advertise for 
pumping power? 

Mr, Netson. This is not in any way deprecating Utah Power’s rate 
structure at all, but the rate structure that they are able to sell that 
kind of energy for irrigation ge ing is apparently now contained 
in a schedule dated February 28, 1958 for Tdaho. is is approved 
by the Idaho PUC. 

Senator O’Manoney. Dated what? 

Mr. Nexson. February 28, 1953. 

Senator O’Manoney. 1953. 

. Mr. Neuson. Yes, sir. | 
_ Senator O’Manonny. That is 6 years-ago. 
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Mr. Nesson. That is right. | 7 , 

Senator Cuurcu. Is that current schedule approved by the Public 
Utilities Commission of the State of Idaho? 3)! 

Mr. Nexson. Yes, and I verified with Mr, Hunter that this is. their 
latest rate structure for that type of service, irrigation season pumping, 
and I computed what that would cost using that rate structure for 
the type service that. we have in Minidoka Northside and that. comes 
out to.be about.$10,.40 an acre as compared to our present cost of about 
$4.60 an acre,so I am soying that there is an economie ceiling to which 
a farmer can afford to use that kind of energy for irrigation pumping, 
I am sincere in saying this: That I believe that that band of Burns 
Creek energy will develop a market that is not there now and it will 
not be developed by thermal, generation, but I do think that the gen- 
eral development of the area should add to the use of products related 
to the Kemmerer coal mines. : 

Senator Cuurcu, Isn’t it a fact that the 16 preference, customers 
to whom Palisades — is now being sold and to whom the Burns 
‘Creek power would be sold extends over an area,in central.and eastern 
Idaho and. a part of Wyoming, and comprise a great,many citizens 
on the farms and in the cities concerned? Do you know how many 
citizens are served by these 16 preference customers ? 

Mr. Neuson. No, sir; I do not, because we wholesale .it to them. 
We do not retail it. 

Senator Cuurcu. However, the impact is considerable and extends 
over a considerable area and would involve a great many citizens 
of the State, would it not? 

Mr. Neison. Oh, yes. As a matter of fact, the pomt probably has 
not been brought out, but the largest use of firm from the Burns 
‘Creek development will be completely outside of the market area of 
the Utah Power Co, It would be down into the Burley-Rupert area, 
and I feel that as an alternative if they can not continue to cover 
their load growth on the present. Palisades pattern, that this. will 
force them to turn toward importing hydro from the West rather 
than fuel from the East. 

Senator Cuurcu. For the reason that the cost is only about half as 
great for the hydropower as for the thermal power. 

Mr. Nuxson. That.is correct... The cost.of hydro from the Colum- 

bia River system plus a reasonable wheeling cost will lay down cheaper 
than fuel emerson so I say we have to look for an integrated devel- 
opment of both, and I believe it is coming. 
_ Senator Cuurcu. I wonder, Mr. Nelson, if you. could give us a 
little additional information as to the alternative sources of power 
that might be available to these preference customers in the area 
served by the Palisades Dam if the Burns Creek Dam is not built 
and this additional block of power is not made available to them. 

Mr. Nztson. Yes. We have.some experience on that,’ .The Lower 
Valley REA, for instance, which encompasses the Jackson Hole 
country, were using diesel generating units. until Palisades came 


‘long. Now, they have exceeded their contract rate of demand, so 
when we must limit them arbitrarily, to contract amounts, I presume 
they would go back to put. diesels on the line. Then the others, some 


Free here gevecation, of their own. The city of Idaho Falls has 
had some diesels supp! iy 


plementing their own smali-hydro plants and they 
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have also had in the past arrangements with the Utah Power Co: and 
the others with Idaho Power Co. That seems'to be about the:extent 
of the alternate opportunities. (ond to stonREt Mh 
Senator Cuurcu. One other question, Mr. Nelson, I think, to give: 
the committee a good understanding of. the nature of the Burns 
Creek project. Is it not so that this project!is.to: be in ed hy- 
drolically, and electrically, and physically with the Palisades. project 
because it is in its nature a rerregulating reservoir that is meant to: 
give us oe full value out of the. public invéstment:in. the Palisades: 
rvoir 
In other words, this integration is natural and it.is my understand- 
ing that when the Palisades Dam was first built it was thought the- 
need for a reregulating structure was considered at that time and 
there was even some suggestion that it ought to be incorporated. i 
the original bill. Is that not so? ow Os 
Mr. Nexson. That is correct, sir, and as a matter of fact the 
Federal Power Commission. in commenting on the very first. Palisades 
report called out attention to. the fact that here was a traditional 
ee for reregulation because of the: installed: capacity at 
Palisadés which could be used for peaking purposes, so a part of 
the output of the integrated system will originate at Palisades itself; 
and because of the fact that the power. market.-was ‘not apparent-at 
that time—that is, there had not been the great development of under: 
ground pumping in those days—the reregulating reservoir was not 
incorporated in the original Palisades project. I. would say now 
that there are three 30,000-kilowatt units proposed for Burns Creek 
and certainly the Bureau would not be a party to putting units on 
the line without a market. I recall that Coulee Dam was laid out 
that way and Chief Joseph Dam, with space for all units in the 
powerhouses and‘ units were added as the market developed. Our 
projections are that the market will be there by. the time we are 
ready to install them; but, nonetheless, the Burns Creek reregulatin 
proposal was held back until our own existing contracts indica 
that we were out of power for our customers. ae é 
Senator Cxturcu. In other words, even if your ‘anticipation based 
upon the past growth patterns of these customers ‘proves to be wrong, 
you are still in a position where‘you need not install more generators 
at ‘Burns ‘Creek than the actual market would justify at the time 
of installation ? | J 
Mr. Nexson. That is corréct, sir)... ' 978808 ; 
* Senator Cuurc#: ‘So that at no time'tieed you invade the market-of 
the Utah Power & Light'Co. by putting lus power into the area 
above the demands of your existing cuatonees? 


Mr. Netson, That is certainly px ee noe I feel: that the past 


performance record and reputation of the Bureau:in the Northwest 
Is pretty much along those lines.” I saw a report ‘once- where the last 
generator on Coulee wouldn’t be needed. until 1965, but we couldn't 
get them on the line fast enough. LaeOIty Wie 

Mr. Bennett. T think that point: is well illustrated. You know 
that today ‘we are making: final designs for unit N-8 in Hoover, the 
last generator going into the Hoover Dam powerplant; a structure 
thatwas built back in the 1930’s, so generators have been put in in re 
lation to the developing market.: PLOTS ge BOBO dae 
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' Senator O’Manonry: ‘What assurance do:you have, Mr. Nelson, for 
this committee or for:the-witnesses from Wyoming ‘that your picture 
of the administrative needs of Burns Creek will be carried out by: 
those in charge? . bs 

Mr. Netson. Sir, I would i the hearings record, unless the, 
committee sees fit to incorporate that in the authorization. I would 
stand on the record that we made. ! 

: Senator O’Manonry. You would stand? Would you suggest an 
amendment to the bill that would place the same limitation upon the 
utilization of ‘this power that you have expressed in your testimony ? 

Mr. Netson. Sir, I would leave that to your fine judgment. I am 


an engineer expressing my opinion. 

: Sethator O Minoaet: Stave no objection ? 

«Mr. Netson. No, sir. 

Senator O’Manoney. In other words, you are telling us that in no 
circumstances, as you can foresee the situation, would the power de- 
veloped by the Burns.Creek addition to Palisades invade the area of 
the Utah Power & Light Co. in Wyoming? 

Mr. Nevson. That iscorrect, sir. - 
caer O’Manoney. Mr. Bennett, do you have any doubt about 

t? : 

Mr, Netson. May I add one comment? My testimony, of course, 
could not set’ aside the workings of the law? I realize there is a 
preference law on the books. | 

Senator O’Manoney. And I believe in that preference law. 

Mr. Netson. It is entirely possible for a future. preference cus- 
tomer to come along that is not in existence now and we would have 
to serve him under the law. . 

Senator O’Manonzy. Yes, but you don’t have enough power. 

_ Mr, Netson. That is correct, sir. 

Senator O’Manoney. That is your testimony ? 

Mr. Netson. That is our problem right now; yes, sir. 

_ Senator O’Manonry. And Burns Creek won’t give you the power ? 

_ Mr. Netson. That is our forecast. ‘ 

f meee O’Manoney. There is a very good suggestion for’ you, 
rank. 

Senator Cuurcu. I have taken note of it. I have no further ques- 
tions, Mr. Chairman, of these witnesses, unless they have further testi- 
mony they would like to put in. 

Senator O’Manoney. Anything more to be submitted, Mr. Bennett? 

_Mr. Bennerr. I think ‘we have covered all the points, if ‘we may 
have permission to add to our testimony after we have had ari op- 
portunity to review the record to be sure that we have covered the 
points, 

_I think we have, but sometimes you might miss something. 

Senator O’Manoney. If you wish to make any additions to the 
testimony the only condition that I would ask would be that copies 
be furnished to Mr. Hunter for the Utah Power & Light, and I am 
sure you would be agreeable to that. 

_ Mr. Netson. Certainly. . ! 

_Mr. Ovarp. I assume, Mr. Chairman, that we in'turn would‘have 
aright to comment on anything that we took exception to? 
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« Senator (O’Manoney:. Oh; yes.. We have ‘brought you down to 1 
year’s difference since the last: hearing. Maybe we can get a complete 
agreement on ee Kaa!) 

Mr. Bennett. you well know, Senator, honorable: men! disagree 
on many, many points in all sincerity. 

Senator O’Manoney., Yes, of course: The members of the com- 
mittee couldn’t live with one another if that wasn’t.so. Very well, 
we are. very grateful to you for your testimony. What: about this 
other witness, Mr; Crandall}? ' 


. Senator:Cuurcu. Mr: Chairman, Mr. Crandall is here ‘and I would: 


like the privilege of introducing: him., Mr. Crandall is an outstand- 
ing citizen of our State with whom I think you have been previously 
acquainted because he has testified in. connection with several im- 
portant projects in the development of the river resources of Idaho 
in the Northwest. For many, many years he was water master of the 
Snake River,. which is the main arterial upon which the economic 


life: of Idaho very largely: depends, and. he is a citizen in whom the, 


people of the State have enormous confidence. He just recently) re- 
turned from his position as water master and ro a testimonial 
‘in the city of Idaho Falls that 'was/attended by people from 


all parts of the State, so I feel very privileged to have him here‘ and: 


to-welcome him. 
. Senator! O’Manoney. Mr. Crandall .is.always weleome as a witriess 
before this committee. 


STATEMENT OF LYNN CRANDALL, IDAHO FALLS, IDAHO 


Mr. Cranpatu. Thank you, Mr. Chairman, 

Senator, Caurcu. Mr. Qrandall, I. wonder if, you. would just. re- 
view—and I know you have no prepared. statement—for the commit- 
tee the reasons for the great interest. in southeast. Idaho in the Burns 
Creek project and generally, the;/benefits that.the project would confer?! 

Mr. Cranpauu, My, relations particularly were with, the Snake 
River irrigators. At the time the Palisades Reservoir was built they 
applied, for the. additional. amount of SEF gpiion space and they 
agreed that if additional reservoirs were built on Snake River they 


would have, the same. priority right as Palisades up to an additional 


amount..of 300,000 acre-feet. They are strong believers in, upstream 
storage, and the river started in the upper reaches, and pick up and 
reuse the; river flow as you; go down... That constantly perks a better 
sustained and, more even flow on the lower stream; The Bureau of 


Reclamation searched.the upper portion of the Snake River for an 


additional. storage project...The people in Wyoming are very much 
opposed to storage of additional water in Woiesae for use down- 


stream because they have.a very limited area there under irrigation’ 


whichis the support. of the livestock industry, and they are very re- 
luctant to: agers to any project that would: flood any presently ir- 

igated. land in  Wyoming.. We didn’t want to quarrel with our 
neighbors adjacent to us up there, so the Bureau confined its re- 
search principally to Idaho, and Burns Creek is the best site that,1s 
available... It.is, not a.large: capacity jin volume of water. There,1s 
about 100,000 acre-feet, of, space available there, but that will fill about 
one-third of these additional requests, holdovers, that were made in 
the Palisades. Reservoir. 
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In fact, we have had applications for specific amounts of water 
calling for 150,000 acre-feet of Burns Creek space, which is 50 percent 
more than is available. ‘There is no question about the sale of the 
water, but in order to insure it, users hada: provision put in the pro- 

authorization bill that no construction work would be under- 
taken until actual contracts for disposal of 80 percent.of the water had 
been executed. 

Senator Cuurcu. I understand that all of the: supplemental water 
that Burns Creek will supply’ has now been contracted for. | 

Mr. Cranpat. It has been applied for but not:contracted. 

Senator Cuurcu. Has been applied for and that’ you have over- 
subscribed in the amount of 50 percent of the available capacity, over 
and above the available capacity ? C unt 

Mr. CranpnaL.. Wesstill have other applicants whom we never put‘on 
the list who would take it all, but that is‘the Salmon project out in 
Twin Falls, for example, but toserve them would involve building a 
new canal, which we didn’t want to recommend. At this stage of the 
situation the water users are disconcerted to see this conflict between 

rivate power and Government power coming into this situation. 

y feel that the development of the water resources is the essential 
thing and not a conflict over this power matter. They have been used 
to controversies for years and they found by experience that to get 
things done it is necessary to reach some compromise and agreement 
and I am sure they would have no objection if the suggestion was fol- 
lowed out that was made by Mr. Neison that the authorization bill 
provide perhaps for the construction of foundations for these three 
generators, butthat initially only one of these units would be‘installed 
and — the bill might specify that two additional units would be 
installed, say, at. intervals of 1 year apart, which instead of putting 
the whole 90,000 kilowatts into the market in 1 year would put it in 
only at the rate of 30,000 kilowatts per year, which could easily be:ab- 
sorbed in the annual growth. The Utah Power & Light Co. apparently 
set back construction of the Kemmerer plant by 2 years on ‘account of 
the purchase of 150,000 kilowatts; which would indicate from their 
calculations. that they are figuring on an annual growth in the entire 
area, congo Somers territory in southern Idaho and Utah and Wyom- 
ing of 75,000 kilowatts per year. If Burns Creek went on the line at 
80,000 kilowatts per year, that would only be one-third of the annual — 
geoth in this Utah territory alone, and a considerable amount of this 
urns Creek and Palisades power is being marketed in the Idaho 
Power Oo. territory so that it isn’t all going to the Utah Power & 
Light Co. territory anyhow. I think that way this development could 
be integrated into the system without having an effect on this coal 
plant over in Wyoming at all. 

Senator Cuurcu. Isn’t it true that apart from the hundred thousand 
acre-feet of supplementary irrigation water, this project would have 
a ee function and would thus maintain an even flow of the 
river 

Mr. Cranpaw. Yes, that reregulatory function has'the advantage of 
maintaining an even flow of the river and also has the advantage of 
making a greater amount of peaking power available, and there are 
several other minor matters in that bill. There is a provision for ab- 
sorbing a portion of the cost of some power operations at Minidoka 
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‘Dam that date back for a great many years.and which has been a 
source of controversy between the users. We-have agreed to 2 provir 
sion that: $15,000 a year of the Burns Creek power. revenues may be 
used to repay the cost of maintenance of flood control dikes in Jackson 
Hole, Wyo., and a similar amount in the Snake River in Idaho,.so that 
those are the things.that water users as a.group:on the.river.are partic- 
ularly interested in, and this matter of the REA’s and private and 
‘public power is a separate matter that concerns another group of 

a ! 

r Senator Cuurcu. You are very closely acquainted with the various 
irrigation districts in southern Idaho and in the southern portion of 
the State that would be affected by this project, are you not? 

Mr. Cranpauu. Yes. 

Senator Cuurcn. Is it not so that this project has the support and 
endorsement of the water irrigation districts in the area? 

Mr. Cranpauu. It was first proposed to them and the details were 
submitted by the Bureau of Reclamation several years ago at a meet- 
ing at Idaho Falls where they were unanimously approved. At the 
annual meeting of the water users of the entire district in 1958 in 
March they were unanimously approved and this last March of this 
year they again for the third time unanimously approved this proposed 
project of the Bureau of Reclamation. They have been dealing for 50 
years with the Bureau of Reclamation in development of storage proj- 
ects on the Snake River. There is Lake Walcott, and Jackson Lake, 
Island Park, Grassy Lake, American Falls, and Palisades. They have 
seen those projects all work out and pay out and they have paid back 
the entire costs on some of them already, and they are prepared to 
accept these figures and estimates and calculations by the Bureau be- 
cause they know that they have been made after the most thorough 
ae and this long experience has given them great confidence in 
them. : 
Senator Cuurcu. I might say, Mr. Chairman, that in my experience 
in the State of Idaho frequently the construction of a given dam has 
given rise to a great deal of bitter controversy between Idaho groups, 

ween water users; and power users, and business groups, and various 
others that are affected in different ways. these 

This project has been blessed with what,approaches general endorse- 
ment and support from all the different Idaho groups, which is an 
unusual mark for a Government dam: 

‘Senator O’Manoney. I cannot imagine how there could be any con- 
troversy where such a soft-spoken gentleman as Mr. Crandall was in 
the powerofappraising the reports. | hyst | 
. Mr, GRranDaALt. We have enator Church, Senator Dworshak, and 


Gracie Pfost, and Hamer Budge. All those: four ebes are unani+ 


mously for Burns Creek. - It, has been a pretty goo 
Senator,Cuurcu.. Thisisaphenomena. |; : 
.(/ Senator, O’Manonry. You made a very excellent suggestion for our 
confirmation for amendment of the bill. : 
‘, Senator’Cuurcn. Mr. Chairman, at this: point/I have no further 
questions of Mr. Crandall, but I do think it, would be appropriate to 
include:in the record,an excellent editorial, that ap in the Post- 
Register in Idaho Falls that relates to the testimony that Mr. Crandall 


project. 
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has just given'as tothe benéficial effects on irrigation and reclamation 
that this project would have. Rygnic eras sei 

‘. Senator O’Manoney; Itmay be received. 

«) (The document referred to follows :) 


[From the Idaho Falls (Idaho) Post-Register, Apr. 26, 1959] 
i ‘oyoc soc a @Bupits, Creex, Way Nor? 


Objections by the Utah Power & Light Co. and the Idaho Power Co. to the 
proposed Burns Oreek Dam on the Snake River do not take into account two 
pivotal points—the 'value of the supplemental irrigation water and the value 
of upstream storage, : ., 

The utilities principally contend that the Burns Creek. Dam is essentially a 
power structure which is not only unnecessary but unnecessarily expensive. 

While it is‘true that Burns Creek’s 100,000 acre-feet of irrigation storage 
is not a large block of supplemental water, it could very well become the difference 
‘petween crop failure and crop harvest in a lean water year. And that is the 
whole purpose of this irrigation storage at Burns Creek. At the tail end of the 
irrigation season, it could be this extra water that makes the crop. 
"It should ‘also be pointed out that economically desirable multipurpose dam- 
sites in the upstream stretches of watersheds are receding. Every effort should 
‘be made to capitalize on these where there feasibility can be demonstrated, even 
if the feasibility is slightly less than the previous project. Hydroelectric power 
at such a project is still cheaper than that from conventional fuels. The 
Palisades Dam cost some $67 million. Burns Creek is expected to be at least $20 
million cheaper—but will double the, power capability; when the two dams are 
operated together. Should such a power dividend be dismissed? Burns Creek 
-ean be considered an integral part of the Palisades Dam program. 
- Reclamation in this: day and age has to go forward with the aid of power. 
“Repayment costs on irrigation storage is still a big factor with the east Idaho 
water user who is naturally disposed kindly to.the lift he gains at. Burns Creek. 
._, Moreover, the principle of upstream storage, storing the water at upper reaches 
‘where runoff can be effectively collected, should still be in the forefront of 
‘reclamation planning. Only two major upstream sites appear left on the upper 
‘Snake River—at Burns Oreek and at the narrows site in Wyoming. In the 
reaching out of both, the farm and the ‘industrial. economy of southern Idaho, 
power needs are bound to be taxed. The city of Idaho Falls, for one, will be 
needing considerably more power in the years ahead if its dynamic growth 
‘continues as expected. 
-..Whether Burns Creek is a legitimate battleground for thé public versus 
Private power issue. is questionable. Our information indicates that. it will not 
remove present customers from the objecting, utilities. It is more, than likely 
that rural electric co-ops and other .preference ,customers. not now in the serv- 
‘fee orb of ‘the utilities, will absorb the additional firm power marketable from 
Burns Creek. 

The principle, of course, is still valid that Government should not provide power 
or services if private utilities,can perform this service and meet the development 
“needs.. But the unusual Burns Creek dividend in power and irrigation, it 
‘appeats to us, is one whi¢h can logically be placed outside this premise. 

The power companies did not object,to the Palisades Dam project. Burns 
Creek appeals to us as a cogent extension of Palisades. 


Senator O’Manoney. Isthere any other witness? 
Is there any other comment from any previous witness ? 


‘FURTHER STATEMENT OF E. A. HUNTER, UTAH POWER & LIGHT 
CO.; ACCOMPANIED BY C. L. OVARD, ATTORNEY, UTAH POWER & 
LIGHT CO. 


Mr. Hunter. I would like to make one comment before leaving. 

Senator O’Manonry. Come forward, Mr. Hunter. 

Mr. Hunter. There has been quite a lot said about the rapid devel- 
“opment of irrigational facilities in the State of Idaho as a result of 
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Government power, but we are quite proud of the growth that we have 
helped foster in irrigation pumping with our rates, which I don’t think 
can be minimized. In the year 1958 we had & pumping power load of 
about 43,000 kilowatts as compared to 31,000 kilowatts im the ‘year 
1957, a mere 39 percent increase. : 

Senator O’Manoney. The question here as far as pumping power 
is concerned was based upon the cost’ of pumping power on Burns. 
Oreek.. It was in a narrow field. The testimony of Mr. Nelson was 
that the cost of public power on Burns Creek.irrigation would be con- 
siderably Jess than the cost of ee power by the Utah Power & 

Light Co, February 1953 rate schedule, It might be that the height 
of the pumping might have something ,to.do with. it, 

Mr. Hunrer. There is no doubt about it that the Government rates 
will be cheaper because of no taxes, cheaper money, and so forth. — 

Senator. O’Manonry. I do not think that Mr. Nelson meant to cast 
any reflection on the contract. 

r. Nexson. No, sir; I did not. As'a matter of fact, we consider 
the ability of the water users to pay and the lower individual lifts he 
is speaking of I don’t think the Bureau would build. T really don’t. 
I think that you have a field and we:have a field. We have developed 
some high lifts that otherwise could not be developed, so I couldn’t 
agree with you more heartily. 

Mr. Hunter. That is my statement. It is short. 

Senator O’Manoney. Allright, Mr. Hunter. Thank you very much. 

Mayor Quealy, do you care to add anything? 

Mr. Qugaty. Nothing else. 

Senator O’Manoney. On behalf of the subcommittee, I want to 
express my real appreciation for the testimony of all of you who have 
spoken here today. I think it has added considerable information for 
the use of the committee. It will all be printed and made available 
to the members of the full committee, and if there is any further 
statement to be made by the Bureau of Reclamation, or by Utah 
Power & Light, or by the Kemmerer Coal Co. or the city of Kem- 
merer, we will be very glad to receive that within a week. We have 
to put a limitation upon this period. 

r. Nelson, will you make note of that limitation for the Bureau 
of Reclamation? 

Mr. Nexson. Yes, sir. 

Senator O’Manoney. The committee will now stand in adjournment. 

ion at 5:35 p.m., the committee was recessed subject to 
eall. 





APPENDIX 


(The following communications were subsequently received by the 
committee and were ordered to be printed :) 


Lrserty FvEt Co., 
Salt Lake City, Utah, March 13, 1959. 


Hon. Frank BH. Moss, 
Senate Office Building, 
Washington, D.C. 

Dear Sie: It is our understanding that the Senate Subcommittee on Irriga- 
tion and Reclamation will hold a hearing March 16, 1959, on the proposed Burns. 
Creek project. We further understand that a very small portion of this. project 
is allocated to irrigation, and 95 percent or more allocated to power. 

You are familiar with the plight of the commercial coal miners and mines in 
Utah. We feel very strongly that an injustice would be perpetrated if our tax 
money were used to help construct a plant to give some people low power rates, 
and by so doing greatly lessen our prospects of furnishing steam coal for the gen- 
eration of electricity. 

We sincerely hope you will endeavor to defeat any such act of discrimination 
by voting against Senate bill 281 in combination with House bill 1235. 


Yours very truly, 
Liserty FveEt Co., 
By WALKER KENNEDY, President. 


Burtey, Inano, March 20, 1959. 
Hon, Frank Moss, 
US. Senate, 
| Benate Office Building, 
Washington, D.C.: 

Reported testimony of United Mine Workers, the Utah Wyoming Coal Opera- 
tors Association and the Utah Power & Light Co. before the Senate subcommittee 
hearings on the Burns Creek Dam are misleading. There has been a definite 
shortage of firm power for the cooperatives and municipal in southern Idaho 
since 1955. Small addition of dump power caused by Burns Creek could not 
possibly affect proposed steamplant. Utah Power now generates only one-fourth 
their power by coal. 

Idaho can use all Burns Creek firm and high grade secondary outside of Utah 
Power territory. Would you ask that 18,000 farm consumers of Idaho, Utah, 
Wyoming, and Nevada be forced to pay 10 to 12 mills for power to support a 
few miners in Utah and Wyoming, when we have a river in our own dooryard 
that will produce it for 5 mills? 

EpwIin C. SCHLENDER, 
Secretary, Snake River Power Association. 


/ WasHINeTon, D.C., March 16, 1959. 
eae E. Moss, 
- Senator, Senate Office Building, 
Washington, D.C.: 
The United Mine Workers of America protests the passage of Senate bill 
upon which the Subcommittee on Irrigation and Reclamation is presently 
hearings. Pussage of this bill providing for the Burns Creek project 
be displace 250,000 tons of coal per year and will adversely affect the Utah- 
yoming bituminous coal industry causing economic chaos and widespread un- 
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employment. No power shortage presently exists in this area which would 
justify the construction of such hydroelectric facilities and plans are currently 
underway to construct facilities for steam-generated power from bituminous coal 
which will satisfy future power requirements. We urge that you actively op- 
pose this legislation which will have such a deleterious effect on the coal indus- 
try and we request that this telegram be read at the hearings on Senate bill 
281 and be made a part of the record. ‘ 


THOMAS KENNEDY, 
Acting President, United Mine Workers of America, 


_.:  Utan Power & Licut Co., 
} Salt Lake City, Utah, March 20, 1959, 
Hon. Crrnton P,. ANDERSON, 
Senate Office Building, Washington, D.C. 

DeEaB SENATOR ANDERSON: In accordance with the request made by you and 
Senator O’Mahoney at the March 16, 1959, Burns Creek hearing, S. 281, we have 
met. with Mr. N. B. Bennett, Jr., and members of the Bureau of Reclamation 
staff in an attempt to arrive at the proper amounts to use as a base for com- 
puting the payout period of Palisades, and also of the Palisades Burns Creek in- 
tegrated project. ee re : ) 

According to Mr. Bennett’s testimony in the hearings, the solicitor of thé 
Department of the Interior, about 2 weeks ago, detlared illegal the cost allo- 
cation and payout as shown on page 266 of the Department of the Interior, 
Bureau of Reclamation, document: “Repayments and Payout Schedules 1902- 
1957.” This document was the basis of our chart on the Palisades project. As 
a result of the ruling of the solicitor, the Bureau reduced the. amount of in- 
terest-bearing power cost to be repaid by Palisades powér revenues from $18,648,- 
546 to $12,851,462 and the payout period from 39 to 33 years. The reason for 
this reduction in interest-bearing power costs resulting in additional cost to the 
taxpayers of $5,797,084 is not too clear and, we think, should be carefully 
scrutinized. - 

The current figures on the Palisades project were supplied us: by Mr. Ben- 
nett in a tabulation entitled, ‘Palisades Project Power System Average Rate 
and Repayment Study,” which table bears a stamp showing that it was pre 
pared September 24, 1958, certified correct as to historical and financial data by 
Ralph H. Geibie, Chief, Finance Branch, recommended by. Merrill J. Martz, 
regional supervisor of power, and approved by H. T. Nelson director, region 1. 
According to Mr. Bennett, the figures in this tablulation are’ the most recent 
with respect to the Palisades project and payout of the construction costs and 
we propose to use these figures to plot the payout of the Palisades project alone. 

At the same meeting we also discussed another tabulation entitled, “Combined 
Palisades and Burns Creek Power System Average Rate and Repayment Study’ 
(a copy of which we now have obtained from region 1 of the Bureau of Reclama- 
tion). A note on this tabulation indicated that it was prepared on June 13, 
1958, and stated that the study was essentially the same as that included in the: 
plan approved by the Secretary on October 1, 1956, except for certain noted 
changes. A cursory study of this table in Washington with Mr. Bennett showed 
that it appeared to be in error in some respects. ‘For example, the figure reflect: 
ing “all other electric operation and maintenance expense” in the year 1962 
and all years thereafter for Palisades and Burns Creek: combined was less than 
the same figure for the Palisades project alone, an obvious impossibility. Be 
cause of this apparent error it was agreed that Mr. Bennett would contact the 
regional office in Boise in an attempt to get a corrected figure and such cor 
rected figure would be given to us. - 

We are waiting correct figures on the combined operation of the two proj- 
ects from Mr. Bennett, and as soon as ae them we will proceed to 

repare new charts showing the correct payout period. 

. We have a date to meet Mr. N. B. Bennett and members of his staff — 
second time in Washington on April 3 for a final reconciliation of our figures . 
should be able to submit to your our chart that same date unless the figures a 
changed again. The April 8 date was the earliest date that we could get e 
gether for a second conference because of prior out-of-town commitments 
both Mr. Bennett and myself. 
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If you desire further information concerning our progress on this matter, 
please advise _ I will be pleased to give you such information. 
Sincerely, 


BH. A. Hunter, Administrative Assistant. 


U.S. SENATE, 
Washington, D.C., March 23, 1959. 
Hon, CLINTON P, ANDERSON, 


Ohairman, Subcommittee on Irrigation and Reclamation, Committee on Interior 
and Insular Affairs, U.S. Senate, Washington, D.O. 


Denar CLintT: There is enclosed herewith a copy of a telegram which I have 
just received this afternoon from Mr. Platt Wilson, of Kemmerer, Wyo., engi- 
neer and former State senator, who is thoroughly competent to pass on engi- 
neering projects. This wire is an answer to my telephone inquiry of Sunday 
evening to Mr. Wilson to advise me the current actual status of contracts be- 
tween the Kemmerer Coal Co., of Kemmerer, Wyo., and the Utah Power & 
Light Co.. This wire confirms the testimony of Mr. E. A. Hunter at the Burns 
Creek hearing last week that definite and binding contracts have been made 
by the Utah Power & Light Co. and the Kemmerer Coal Co. for the purchase of 
large quantities of coal for use in the proposed thermal power project. You 
will note also that land has been purchased for the proposed plant and the 

reservoir. I am asking Goodrich Lineweaver to fnsert this telegram 
in the record of the Burns Creek hearing. 

Iam expecting additional evidence any day. 

Hastily, 
JosEPH C. O’MAHONEY. 





KEMMERER, Wyo., March 23, 1959. 
Senator JosrepH C. O’MAHONEY, 
Senate Office Building, Washington, D.C.: 

Utah power, Kemmerer coal contract signed December 1957 is definite. Ad- 
ditional power from other sources would reduce amount. Land for sites power 
plant and 42,000 acre-foot reservoir have been purchased. Construction must 
start 1961 and finish 1963. Half million tons year is estimated consumption of 
first 150,000-kilowatt unit. Generators ordered. Letter follows. 

PLat?r WILSON. 


IpaHO Power Co., 
Boise, Idaho., March 25, 1959. 

Hon. Frank CHURCH, 

U.S. Senate, Senate Office Building, Washington, D.C. 


Deak Senator CHURCH: In the press releases of last week relating to the 
March 16 hearings of.the Senate Irrigation and Reclamation Subcommittee on 
8. 281, considerable emphasis was given to your comments regarding the absence 
of an appearance by Idaho Power Co., the inference being that perhaps this fact 
indicated endorsement of the Burns Creek power project as proposed in that bill. 

Such an inference or conclusion is not correct because we are sincerely con- 
vinced there is no. sound economic or other justification for a Burns Creek power 
project of the character presently proposed. Our absence from the hearing 
above mentioned or any of the previous hearings arose from the fact that the 
location of the proposed development was not in our service area, and not be- 
cause of any conclusion that there was economic justification for the power fea- 
tures in the proposal. ; 

From our study of the reports and previous hearing records along with our 
long operating knowledge of the characteristics of the Snake River as influenced 
by various storage projects, we believe that a small reregulating reservoir below 
Palisades might be desirable for the purpose of smoothing out downstream flows 

periods of peak generation at Palisades as contemplated in an earlier pro- 

upon earlier Bureau of Reclamation estimates escalated to pres- 

ent-day costs, we believe such a reservoir could be built for approximately $3 
This would insure permanent reregulation for that stretch, of the river, 

ae added cost involved would extend the payout period on Palisades by 
years. 








112 BURNS. CREEK: PROJECT 


~ We have; as I am sure you know; always strongly supported sound irrigation 
developments in Idaho, including Palisades: and Anderson Ranch, but in this in 
stance we cannot see even remote justification for the installation of power-gen- 
erating facilities in connection with this réregulating reservoir. Such a power 
installation as proposed in S. 281 would cost over $500 per kilowatt of installed 
capacity (over 2% times the installed-cost per kilowatt for Palisades) and this 
is more than $2,500 per kilowatt of average firm generation. In addition to being 
unneeded, this would be a ‘most ¢ostly power development and one providing no 
ultimate solution of the reregulating problem which ‘it is supposed to cure. Fur- 
thermore, it appears to us that if this substantial amount of money is available 
for reclamation purposes it could better be assigned: to more promising unde- 
veloped irrigation projects in southern Idaho which could contribute so much 
more to the economic progress of the State than would spending it on a totally 
unnecessary power development. 

The service area involved has more than adequate power resources for any 
foreseeable needs, and our own company hydroelectric developments now under 
construction, integrated with other present and planned regional facilities, give 
assurance of adequacy of supply for a great many years ahead. Moreover, our 
eoordination and interchange agreements with the U.S. Bureau of Reclamation 
and other members of the Northwest power pool not only contribute to realiza- 
tion of the maximum capabilities of the Federal and private power generating 
resources of the area but also assure the Bureau of Reclamation of energy sup- 
plies from our system to compensate for deficiencies in water supply on the Bu- 
reau’s projects whenever they occur. 

I trust this statement with respect to 8. 281 will clarify any question you or 
other members of the subcommittee may have had as to our company’s position 
regarding this particular legislation. 

Cordially, 
T. E. Roaon, President. 


IpAnO Farts, IpAno, 
March 26, 1959. 
Hon. Frank: CHuRcH, 
United States Senate Office Building, Washington, D.C. 


My Dear Senator: Several years ago the States of Utah and Wyoming, together 
with Colorado and New Mexico and with the support of the private utilities in 
the area, were successful in securing from Congress authorization for the upper 
Colorado River project. This project is estimated to cost $760 million and will 
include several powerplants having a combined capacity of about 1 million 
kilowatts. 

With this project definitely authorized the Utah Power & Light Co., having 
secured the support of coal-mining interests in Wyoming and Utah, now pro- 
poses that the Snake River water users are to be denied the opportunity to fully 
develop the water resources of that stream. 

The cheap large water! volume reservoirs on the upper Snake River in Idaho 
have already been built and any future projects involve smaller amounts 
storage and to be feasible most of the cost must be paid from power sales. 
full development of the water resources of our western streams is an over-riding 
necessity to the development of the area and the welfare of the people. 
Utah Power'& Light Co., of course, has an obligation to its investors who have 
provided large sums of money for power development but the upper Colorado 
River projects couldn’t be built except by use of power revenues to repay a large 
share of the cost and a similar situation exists on Snake River. 

The private utilities, however, will participate in the returns that will come 
from the growth and development of the area. For example, from 1952 to 1 
in'the Rexburg, Idaho, division of the Utah Power & Light Co., 44,700 new acres 
of land were irrigated by groundwater pumping with power supplied by the Utah 
Power & Light Co. system. : 

The Burns Creek Reservoir will provide 100,000 acre-feet of storage and appli- 
cations for 157,000 acre-feet have already been received. It will also provide 
more equalized river flow, permitting greater use of Palisades power for peaking 
purposes and the water users have agreed that’ $15,000 per year of the Burns 
Creek-Palisades power revenues may bé used for maintenance of flood a 
dikes in Jackson Hole; Wyo., and a similar amount for the same purpose in the 
Heise-Roberts area in Idaho. In both cases the taxing authorizatién ‘for ; 
flood control districts do not yield sufficient revenue to pay the cost of dike 
protection. 
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The Snake River water users are concerned over the effect on stream-flow of 
the large groundwater pumping developments during recent years. Their best 
chance of overcoming any adverse effects of groundwater pumping is to provide 
upstream storage of water now flowing to waste to replace the water consumed 



























































led by groundwater pumping. 
his These large water developments are not just an item of annual expense to 
ing the Government but are in the nature of capital investments that will return 
no their cost many times over during the useful life of the projects. This is well 
ur- illustrated by the results attained already by the Palisades Dam which was com- 
ble pleted during 1958 at less than its estimated cost.. During this first year of full 
de- operation sales of Palisades power amounted to $1,689,794, considerably in excess 
ach of the average annual sales that were estimated at $1,175,000 by the Bureau of 
ily Reclamation when the project was authorized. The following tabulation has 
been secured from Bureau of Reclamation records showing Palisades power sales 
during 1958 : 
= . Palisades power sales, year 1958 
rive 
our Energy 
tion (kilowatt- Revenue 
iza- hour) 
ting 
ae seme. a Ri Ae Rann il: abet a +4 144, 129, 000 
1 or Bees Mover BAL EG 9605 asso ds sash essb-eckb-padebbnssaddaselisteg 
tion Lower Valley REA (Wyoming-Idaho) 
Michaud project pumping diacetate recess aaa nmaa>te de adimaion omer , 859, 
Minidoka North Side pumping-.-...................--------.-.. 72, 454, 226, 504 
Milner low lift pumping_-......2.-..---------2s2---+----4-.--- s 2, 891, 8,672 
it. SEE DOWEL STUD cnnccncanscnceneqnecssaasubeosegaeanonedagenneteccee 17, 307, 84, 175 
59. 
The above figures do not include miscellaneous uses at Palisades Dam of 
1,618,000 kilowatt-hours and $8,057. Included in the 1958 sales to the Idaho 
ther Power Co. and Utah Power & Light Co. are 103,749,000 kilowatt-hours and 
8 in $311,247 reserved for future loads and- sales to preference customers of the 
pper United States but not required for such loads in 1958. 
will It will be noted that in spite of its solicitude for the welfare of the Wyoming 
llion and Utah coal miners the Utah Power & Light Co. purchased 144 million kilo- 
watt-hours of Palisades power during 1958 at a cost of about $325,000 rather than 
wing produce it by burning coal at its steam plants. The Palisades power, except 
pro- for that used in Wyoming by the lower valley RDA, is delivered by the Govern- 
fully ment at the Utah Power, & Light Co. Goshen. substation near Shelley Idaho, 
| Whence it is transmitted over private utility lines to the place of use, The 
daho Utah Power & Light Co. charges the city of Idaho Falls one mill per kilowatt- 
ts of hour to carry the power from the Goshen substation to Idaho Falls, a distance 
The | of about 12 miles. I am not familiar with power transmission charges paid to 
iding the private utilities by other users of Palisades power but in the aggregate they 
The are a substantial amount in addition to the benefits derived by the private 
have ties from their purchases of the Palisades power for use under their own 
large There is no question but that the coal mining industry throughout the country 
has lost much business during recent years to competitive fuels, oil and gas, 
cost but the amount of coal required to generate the power represented by the Burns 
4 feek development isn’t a drop in the bucket of losses in coal production on 
peices Account of these new fuel uses. It can also be expected that the Utah Power & 
U ; Light Co. will be a large purchaser of hydroelectric energy from the upper 
ppll- Colorado River plants as they are completed and begin to produce power. How- 
i Men | th the steadily growing demand for electricity will absorb all feasible hydro- 
a electric development. before too many years and we will then have to rely on 
are steam plants for further production. 
nt Very truly yours, 


LYNN CRANDALL, © 
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UranH Power & Lieut Co., 
Salt Lake City, Utah, March 26, 1959, 
Hon. Cuinton P, ANDERSON, 
U. 8. Senate, Senate Office Building, 
Washington, D.C. 

Dear SENATOR ANDERSON: Enclosed are two items which we believe you will 
be interested in and which we would very much like you to have. First is 
a copy of a news release to the Salt Lake Tribune for Friday morning, March 
27, 1959. This news release is in answer to an article published in the Salt 
Lake Tribune today, March 26, 1959, quoting Senator Frank Church with ref- 
erence to certain matters on the Burns Creek project. A copy of this article 
is the second item enclosed. 


Sincerely yours, 
OLrn H. Rieiz, 


Assistant to the President, 


[From the Salt Lake Tribune, Mar. 26, 1959] 


Senator Staps OpposiTion To Burns CreeK Dam 


WasuHineTon, March 25.—Senator Frank Church (Democrat, Idaho) assailed 
the Utah Power & Light Co. Wednesday for its opposition to the Burns Creek 
Dam and Reservoir on the upper Snake River in Idaho. 

In what the Senator described as a “brief,” submitted to the Senate Irriga- 
tion and Reclamation Subcommittee, the Idahoan insisted the project will not 
take customers away from Utah Power & Light Co. 

He said the statement was in answer to changes by Utah Power & Light Co. 
that the project would impede its further use of coal for steam-generated 
power in the area. 

“What we have in this case, as we have had before, is a cleverly planted 
scare,” said Senator Church. “This time the scare is that Burns Creek Dam 
will be a hazard to the coal mines of Utah and Wyoming. It is not so.” 

The Gem Stater further held rural electric cooperatives and other preference 
customers “not now in the service area of Utah Power & Light Co., or not 
now served by it,” will absorb all of the additional firm power resulting from 
the proposed Snake River dam. 

“In areas like ours,” said Senator Church, “combustible fuels furnish their 
real contribution in their ability to level out the fluctuations in energy genera- 
tion which depend on riverflow.” 


[News release to morning papers of Mar. 27, 1959] 


“Senator Frank Church in his “brief” to the Senate Irrigation and Reclama- 
tion Subcommittee confirms the position Utah Power & Light Co. has consistently 
taken that the Burns Creek project is nothing other than a power project,” 
said E. M. Naughton, president of Utah Power & Light Co. 

“The Senator makes no attempt to refute our testimony before that com- 
mittee that Burns Creek is a poorly conceived, unnecessary, and extravagant 
project; that it is not in the best interests of the taxpayers; that it would 
actually hurt irrigation because Palisades’ revenues would be used to aid 
Burns Creek, thug diluting by about $50 million its ability to help new worthy 
reclamation projects for 70 years.” 

Mr. Naughton further stated that “there is ample power for any purpose 
now available in southeastern Idaho and that it would be ridiculous for the 
Government to use $50 million of taxpayers’ money to construct a powerplant 
because, by the Bureau of Reclamation’s own admission, any secondary irriga 
tion water from Burns Creek would be negligible and could be used beneficially 
only two or three times in a 50-year period.” 

As to the Senator’s contention that Burns Creek would have no effect 
the use of coal by Utah Power & Light Co., Mr. Naughton said that Burts 
Sener would lessen by a quarter of a million tons per year his compa 
use of coal. 
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IpanoO Power Co, 
Boise, Idaho, March 27, 1959. 

Hon. Henry DworsHak, 

U.S. Senate, 

Senate Office Building, 

Washington, D.C, 

Deak Henry: I am enclosing for your information copy of my letter’ of 
March 25 to Senator Church, which is self-explanatory. 

Because you may not be aware of the fact or may have forgotten it in the 
press of so many more important matters occupying your mind back there, I 
wanted you to know that both our company and the Utah Power & Light Co, 
undertook by contract the obligation of purchasing from the Bureau of Recla- 
mation, until such time as the Bureau had use for it otherwise, such surplus 
power as might be avaibale from the Palisades project and absorbing it into 
our systems. This was done to insure that as far as was possible no Palisades 
power would go to waste and likewise to insure to the Bureau the maximum 
power revenues necessary to support the feasibility of the project. That obli- 
gation is still in effect. 

In one of the reports on the hearing of March 16, mention was made of your 
observation that “there is a shortage in the summer and the RHA cooperatives 
and private well operators need electricity.” This is hardly in keeping with the 
facts because during the summer months of 1958 we and Utah Power & Light 
accepted from the Bureau and paid for the following quantities of power: 


Average 

kilowatts Average 

PN i iss ccins a astan bob te yimdeinilobe BB IGO & TAA) Vises aims ta tech secon canine sickens 64, 900 
Ih as cena staeomueneabueciabbabed 72, COO 1 AUER 6 tide remdbicaneseese 

ae ised cs ait nine 73, 900 | September_.__....—.---..-.._. 46,600 


If the Burean had use or markets otherwise for this power, they were free 
to withdraw it from us, but these quantities were over and above the needs of 
the Bureau’s own customers. It is understandable, of course, that in the sum- 
mer months when the maximum water is being released for irrigation the great- 
est production of power occurs. Shortage of summer-time power, therefore, 
cannot be advanced as a sound reason for the proposed Burns Creek power in- 
stailation. If further information on this point is desired, I would be happy to 
have Earl Reynolds call me collect and I will provide him with additional data. 

As I indicated in my letter to Senator Church, we think there is justification 
for a small reregulating dam below Palisades but certainly no economic justi- 
fieation for one with a power installation. 


Cordially, 
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T. BE. Roacsu, President, 
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As Id A 11, 1959. 
Senator Frank CuurcH, Sakaansmieie nee 
U8. Senator, Washington, D.C. 


Dear Senator CuurcH: I have been reading in the newspapers about the 
opposition the Burns Creek project has run into with the Utah Power & Light 
©o, and Utah ‘Mining Co. I also note that Idaho Power Co. is joining in the 
°pposition. In reading your remarks in the newspaper, I cannot add much to 
your knowledge regarding the Burns Creek project. However, I feel I should 
write _ to a you know the power problem of the Fall River Rural Electric 

ve, Inc. 

@ have contracted for a peak of 3,100 kilowatts of power from the Palisades 
Project. This year, based on the average increase per year over the past 10 
years, our peak requirement will reach 3,465 kilowatts. We have applications 
from prospective members for an additional 450 kilowatts. According to Utah 
Power & Light Co. assertions that there is ample power in the area, they evi- 

Y expect us to buy from them. They bled us for 18 years. They would 
like to do it again. 


Le 
* Previously printed. 
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Prior to Palisades power the Utah Power Co. could not keep the voltage high 
enough during our peak load to keep our members satisfied. We contacted the 
plant superintendent who advised that they were doing all they could to help 
the voltage situation. It wasn’t corrected until Palisades came on the line. 

We cannot promote the use of power until we have power to sell. 

I also want to point out that this cooperative, to the best of my knowledge, 
has the highest rate of any power supplier in the State of Idaho. The only way 
we can cut our rates down in comparison to other companies is by the use of 
power. It cannot be done if we are priced out of the market. 

I wish tosthank you for the time and effort spent in support of the Burns Creek 
project. Iam sure if this drive is continued we are bound to win. 

Yours very truly, 


DH. W. Roserts, Manager, 


SNAKE Rivezk Poweeg Association, INC., 
Burley, Idaho, April 14, 1959. 
Hon. Ciinton P. ANDERSON, 
Chairman, Subcommittee on Irrigation and Reclamation, Senate Office Built- 
ing, Washington, D.C. 

Deak Mr, CHAIRMAN: The Snake River Power Association, Inc., repre 
senting some 19 cooperative and municipal electric utilities in southern Idaho, 
is vitally interested in the project known as the Burns Creek reregulating 
reservoir. 

_ We are interested because we have been short of power for the past 4 years. 

Some of our members are over their contract rate of delivery from the U.S. 
Bureau of Reclamation by as much as 8,000 kilowatts, and independent surveys 
show us that by 1965 we will be deficient by 60,000 kilowatts. 

Now the bill to authorize the project is before your committee, and it has 
come to our attention through our senior Senator, Hon. Henry Dworshak, 
who testified in favor of the project, that the Idaho Power Co. disputed his 
testimony that “there is a shortage in the summer and the cooperatives need 
electricity.” 

The Idaho Power Co. claimed that there was no shortage since they had pur 
chased from the Bureau in 1958 the following amounts of power: 


They also stated that “If the Bureau had use or markets otherwise for this 
power, they were free to withdraw it from us, but these quantities were over 
and above the needs of the Bureau’s own customers.” 

This last statement is absolutely untrue and without basis. To show why it 
is not true I enclose a copy of Mr. H. T. Nelson’s letter of April 9, 1959, to me 
in which he points out the amount of power, classification, and reasons for be 
ing sold to the power company. 

There is one major factor however, which he does not mention as to why he 
could not withdraw it and if he did, could not get it wheeled to the preference 
customers. 

Under contract No. 174R-1506 between the Idaho Power Co. and the US. 
Bureau of Reclamation, covering Boise, Anderson Ranch, and Minidoka projects 
there is no provision for withdrawal. (See next to last paragraph on bottom 
of p. 70 of hearings before Committee on Interior and Insular Affairs, U.S. 
Senate, entitled, “Columbia Basin Problems,” dated.May 14, 15, and 23, 1958) 

In contract No. 14-06-100-926 between Idaho Power Co. and U.S. Bureal 
of Reclamation for Palisades project, the contract does not provide for wheeliné. 
(See first paragraph, p..81, of above-mentioned hearings.) Also see “S 
of Existing U.S. Bureau of Reclamation wheeling contracts, page 82, paragta 
1 of same report. So even if the Bureau could have withdrawn this power, they 
could not have gotten it wheeled to us. 
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igh In view of the fact that Idaho Power Co. chose to ignore the true facts of the 
the case even when they are the very ones that hold these limiting contracts, I 
elp respectfully request that this letter be admitted to the record of the hearing on 


authorization of Burns Creek project in support of our senior Senator's 
testimony. wo rth ’ { 

Very truly yours, 
Epwin C. SoHLENDER, Secretary: 






> of 
eek 
U.S. DEPARTMENT OF THE INTERIOR, 
BuREAU OF RECLAMATION, 
1, ReeionaL OrFick Recion 1, ., © 
: Boise, Idaho, April 9, 1959. 
Mr. Epwin C. SCHLENDER, 
: Raft River Electric Cooperative, Inc., 
9. Malta, Idaho. 
ild- Deak Mr. SCHLENDER: This is in reply to your recent inquiry concerning sales 
" of energy to the Utah Power & Light Co. and the Idaho Power Co. in the sum- 
0 mer of 1958. The enclosed tabulation, for April through October 1958, shows the 
pre: breakdown of those sales by class of energy in each month and the 7-month 
laho, totals. You will note that the total energy is about evenly divided between 
ating the three classes. 
The first item—unused firm—is firm energy already allocated to U.S. loads 
ears. and customers including pumping on the Minidoka North Side pumping divi- 
US. sion and the Michaud Flats and Fort Hall projects. Until this allotted en- 
rveys ergy is fully utilized, the unused portion is being sold to the two utilities, but 
such energy is always available for the U.S. loads and ‘customers to whom it 
t has is allocated. Since this is energy already reserved, it cannot again be made 
shak, available as firm energy to either old or new customers. 
d_ his « The second item—nonfirm seasonal—is nonfirm summer energy which is 
need being sold to the Idaho Power Co. on a short-term basis. As named, this is 
seasonal energy which is nonfirm and available only in summer months, and 
| pur- even then is not available throughout the season in all years. It may be with- 
, drawn from the company in whole or part, upon 3 years’ notice. However, since 
erst it is nonfirm it is not a dependable source of power for preference customers. 
3, (000 The third item—dump—is such energy as may be available and desired by the 
2, 000 two utilities after satisfying all commitments for firm and nonfirm energy. 
3. 900 In closing, before a new project such as Burns Creek can be constructed and 
44, 900 om the line, all Palisades firm energy will be fully utilized in loads of the United 
57,000 States and its customers. 
‘5 600 Very truly yours, 
’ H. T. Netson, Regional Director. 
yr this 
o over | Palisades project—Energy sales to Utah Power & Light Oo. and Idaho Power Oo., 
April—October 1958 
ae a iti rclncenncisiewsniaienpirlitaind ions seseniemesdioetadeassannpiasminoentslsincieeitssniateltimacasicisiainiasiiiiiagieas 
es ~d Average kilowatts 
why he 
ference 
re US. 
rojects 
bottom 
Ss, US. 
1958) 
ac 4 Kilowatt-hours 
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U.8, Szxarez,* 
COMMITTEE ON ForEIGN RELATIONS, 


May 21, 1958 
Hon, Crrn Ton P. ANDERSON, ; 
Chairman, Subcommittee on Irrigation and Reclamation, Senate Interior 0 Me 
mittee, Washington, D.C. a 
Dear Cunt : Enclosed is a copy of a letter addressed to me by Mr. Gus No: 
executive secretary of the Northwest Public Power Association, Vancouver, W; 
You will note that Mr. Norwood suggests the construction of a eters 
for the so-called California intertie. This corresponds closely with my vy 
expressed through my administrative assistant, William Berg, Jr., the other ¢ 
when he attended your subcommittee conference on the intertie. a 
Mr. Berg informs me that he brought to the attention of the subcommitte 
suggestion that any study of the intertie problem should be one that relateat 
line to be constructed by the Federal Government. 
Your consideration of Mr. Norwood’s suggestion, as well as mine, on this q 
will be appreciated. 
Sincerely yours, 


WAYNE Morse 


NorTHWEST PusLic PowrEr AssocraTION, Inc., 
Vancouver, Wash., May 4, 196 
Senator Wayne Morse, 
Senate Office Building, 
Washington, D.C. ‘ 
Dear Senator Morse: We understand a decision must be made soon on | 
best approach to the BPA-OVP transmission intertie. 
Whatever may be the best way of getting there, we respectfully submit { 
this should be a Federal line. (Che only alternative is P.G.&E.control. ~~ 
We urge that the Senate Interior and Insular Affairs Committee adc 
resolution calling upon the Secretary of the Interior (BPA and the Bureat} 
study the feasibility of a Federal facility in respect to— 
< 1. Beonomics of various types, sizes and timing of construction of § 
nes. ng 
2. Location studies. 4 
3. Size of line(s), various lengths. Wie 
4. Timing of construction. if 
5. Types of line, voltage, use of bundled conductor A.C. or D.C., ete.” 
6. Proposed operating rules, rate schedules and agreements between 
and the Bureau. i 
Sincerely, a 
Gus Norwoon, Ezccutive Secreta 


x 








